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CURRENCY POLICY AND THE EUROPEAN WAR 


The events which have been taking place in European money 
markets since the outbreak of war between Austria-Hungary and 
Servia have brought into striking relief the magnitude and extreme 
delicacy of the problems with which the modern banking mechan- 
ism has to deal. They have illustrated in an interesting manner, 
in spite of the temporary breakdown in the mechanism of the 
exchanges between nations, several principles of currency regu- 
lation in Europe which represent a comparatively recent evolution. 
The suspension of gold payments by the central banks was an 
almost inevitable consequence of military conflict on a large scale, 
and conditions would have been much worse if for the past decade 
or more each of the central banks of issue had not pursued reso- 
lutely the policies of concentrating the gold stock of the country in 
their own hands; of substituting notes as far as it seemed advisable 
for gold in circulation; and of giving to these notes the legal-tender 
quality. There is little reason, in view of the progress of monetary 
science in recent times, to fear that the governments now involved 
in the war will abuse the power to issue paper currency, as was the 
case with some of them two or three generations ago, nor is it neces- 
sary that the suspension of gold payments should in itself cause 
a great depreciation in the medium of domestic exchange in the 
country where it is issued. 
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The principles of monetary policy which are to be examined in 
this article have been gradually receiving recognition in practical 
form in the legislation of European states, but only here and there 
has it been recognized clearly that they form harmonious parts of 
a complete policy of the regulation of currencies, which is super- 
seding the principles which prevailed in the infancy of the develop- 
ment of money and banking. The principles which have been 
thus evolved may be summed up under the following heads: 

1. The gold reserves of a country should be concentrated chiefly 
in the central bank of issue, as a guaranty fund for the maintenance 
of credit and for meeting adverse foreign balances, and should not 
be diffused largely in the form of gold in circulation. 

2. The currency in actual circulation outside the banks may 
properly consist, so far as the customs of the community permit, 
in fiduciary paper or in token coins. 

3. In order to maintain the circulation of paper and token 
coins, and prevent unnecessary demands for their redemption, they 
should be given, within proper limits, the quality of legal tender 
in the payment of debts. 


These three propositions form consistent parts of a definite 
currency policy. 


I. CONCENTRATION OF THE GOLD STOCK 


In view of the fact that domestic exchanges represent, in effect, 
the barter of goods and services against goods and services, the 
essential purpose of the gold stock is merely to guarantee the ful- 
filment of contracts according to their terms, by affording a reserve 
in a commodity whose value is never called in question when the 
values of other commodities are impaired by changes in the relations 
of demand and supply. While the proper percentage of gold to be 
held against liabilities cannot be fixed arbitrarily, it has been the 
growing tendency of the central banks of issue to hold a fund ade- 
quate to meet the impairment in other forms of credit. 

It serves no useful purpose that the fund which protects credit 
should be weakened by leaving parts of it in the hands of the public, 
simply as a tool of exchange. For the individual, a deposit credit 
in a sound bank represents gold just as absolutely for the practical 
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purposes of internal payments as coins in his cash drawer; if he 
requires any considerable amount of currency, he is as well equipped 
if he receives the amount in bank notes as if he receives it in gold 
coin. The essential requirement in a sound currency system is 
that the notes and deposit liabilities of the banks shall be of 
unquestioned convertibility into gold for the purposes for which 
gold is required, even if slight obstacles intervene between the 
holder of a note and his ability to obtain gold. 

These considerations justify, therefore, the concentration of 
the national gold stock as completely as possible in the custody 
of the bank of issue. For minor reasons, such as the saving of 
abrasion and the moral effect of a large gold stock, this would be 
true even if bank notes were issued only dollar for dollar in gold, 
like the gold certificates of the United States. This is, in effect, 
pretty nearly the character of the supplementary issues of notes 
which were made prior to the war by the Bank of England, by 
the Imperial Bank of Germany when additional notes were issued 
upon gold in order to avoid the payment of the tax on excess cir- 
culation, and by the Canadian banks by means of the deposit of 
gold in a central reserve fund under the law of 1913.” 

Where the paper circulation rests in a measure upon credit as 
well as gold, it is even more desirable that the gold stock should 
be concentrated in the central bank of issue and should bear a ratio 
to outstanding notes large enough to inspire confidence in their 
parity with gold and in the ability of the bank to meet all its credit 
obligations. When the loans of the bank are made upon short- 
term commercial paper, it has at its command the means of quickly 
converting its assets into gold or reducing the amount of its gold 
obligations as such paper is paid off. This may occur by the 
payment of loans in notes, which reduces the note liability of the 
bank, or by their payment in checks, which reduces its deposit 
liability. 

*It is pointed out by Professor Keynes that “‘a preference for a tangible gold 
currency is no longer more than a relic of a time when governments were less trust- 
worthy in these matters than they are now, and when it was the fashion to imitate 
uncritically the system which had been established in England and had seemed to 


work so well during the second quarter of the nineteenth century.”—Indian Cur- 
rency and Finance, p. 73. 
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It is the function of the central bank, however, to maintain an 
excess of gold above the immediate requirements of normal condi- 
tions, in order that it may be able to increase its loans and discounts 
and its issues of notes in times when other banks are sub- 
jected to pressure and are making an effort to increase their cash 
resources. To this end, it is of importance that the gold stock of 
the country should be concentrated as far as possible in the custody 
of the central bank, because it affords a means of extending a larger 
amount of credit than if the gold were put into circulation. Impor- 
tations and purchases of gold by the central bank create an ade- 
quate reserve fund against a much larger amount in notes or other 
liabilities, while the direct employment of the gold, or even of notes 
secured in full by gold, as in the case of the Bank of England, permits 
only the grant of additional credit to the amount of the new gold 
obtained. If a reserve of 40 per cent in gold is considered a suffi- 
cient minimum, every dollar for which notes can be substituted for 
gold in circulation gives to the bank a power of granting credit 
two and a half times as great as the direct payment of the gold into 
the circulation. 

The concentration of the national gold stock in the hands of the 
central banks, therefore, makes it a much more powerful instrument 
of credit than its diffusion in the circulation. The banks are able, 
under normal conditions, moreover, through their control over the 
rate of discount and their influence in the money market, to take 
the most effective measures for increasing and protecting the gold 
stock and employing it to the best advantage in safeguarding the 
entire structure of credit. 


II. GROWTH OF SMALL NOTE ISSUES 


The use of notes of large denominations secured by a percent- 
age of gold has long been an accepted principle of sound banking. 
The question which has aroused debate, both in the early history 
of note issues and in more recent times, has been how low the 
minimum denomination of notes issued should be allowed to 
descend. There was an impression in the latter half of the eight- 
eenth and in the beginning of the nineteenth century that the 
issue of notes of low denominations involved special dangers, both 
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for the banks and for the public. In Great Britain, the subject 
was befogged, before the restriction of cash payments in 1797, by 
the unregulated issues of country bankers, which led to the pro- 
hibition in 1775 of notes below £1 and in 1777 of notes below £5." 
The restriction of cash payments practically compelled the issue 
cf notes for £1 by the Bank of England, to fill the void caused by 
the disappearance of coin, and it was natural that the resumption 
of cash payments by the bank should be accompanied by efforts 
to contract the circulation of small notes. Scotland, however, 
steadfastly refused to part with the £1 note, because it had been 
such a useful instrument in extending credit for small amounts and 
developing her domestic industries. Even at the present time 
substantially two-thirds of her note circulation, as well as that of 
Ireland, is in notes below £5. In France, the issues of the Bank of 
France were originally restricted to the denominations of «,000 
francs ($193) and 500 francs ($96.50),? making them in effect 
rather a substitute for the check than a familiar means of carrying 
on retail transactions. 

It is not necessary to dwell upon the controversies which oc- 
curred in England and Scotland on the question of the £1 note, 
illuminated though they were by the wit of Sir Walter Scott and 
other eminent writers, because the issues involved in the discussion 
of note denominations in the advanced commercial countries are 
essentially different at the present time from what they were then. 
The value of the small note as a means of extending credit and 
blazing a path for the deposit system has declined in relative 
importance as the dangers of small note issues have diminished 
with the accumulation of adequate reserves and better under- 
standing of the natural limitations of the use of credit in this form. 
Two of the dangers of the small note much dwelt upon in early 
times have become chimeras under modern conditions—the fear 
that such notes, if widely scattered in the hands of the ignorant, 
would be presented in excessive amounts for redemption in periods 
of distrust, and the danger of excessive counterfeiting.’ 

* See Graham, The One Pound Note, 2d ed., 1911, pp. 343-46. 


?Laborie, Paris sous Napoleon: Le monde des affaires, p. 142. 
3Cf. Graham, op. cit., pp. 354-61. 
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While reasonable freedom in the issue of bank notes is still 
essential to the proper functioning of the credit mechanism, the 
question of the denomination of the notes has become, in the 
capitalistic countries, essentially a question of currency and bank- 
ing policy, having only a remote relation to the classical discussions 
of the first half of the nineteenth century. Whether it tends to a 
stronger economic position to have the national gold stock diffused 
through the circulation or to have it concentrated in the vaults of 
the central bank of issue is the determining factor, to which other 
considerations have become subsidiary. On this head there has 
been a distinct trend in recent years among leading commercial 
countries toward the abandonment of the old theory of a gold- 
saturated circulation and toward the substitution of the policy of 
gold concentration by the increase in the issue of notes of small 
denominations. 

The old theory that the monetary system of the country was 
strengthened by keeping the circulation saturated with coin pre- 
vailed so long that the minimum denomination of the notes at the 
Imperial Bank of Germany prior to 1906 was 100 marks ($23.80); 
and the minimum denomination, up to the outbreak of the present 
war, was still, at the Bank of France, 50 francs ($9.65); at the 
National Bank of Switzerland, 50 francs ($9.65); and at the Bank 
of England, £5 ($24.43). In Austria-Hungary, however, the 
minimum denomination of bank notes was 10 crowns ($2.03); at 
the National Bank of Belgium, 20 francs ($3.86); at the Bank of 
the Netherlands, 10 gulden ($4.02); at the Imperial Bank of 
Russia, 1 rouble ($0. 51}); and in Denmark, Norway, and Sweden, 
5 crowns ($1.34). 

It is not, however, the legal minimum of note issue which is 
significant of recent changes in monetary policy. It is the recogni- 
tion, shown by actual increase in the issue of small notes, of the fact 
that currency has become more and more a token, and that it is 
of minor importance, for the purpose of insuring confidence and 
maintaining its circulation, whether its character as a medium of 
exchange is impressed upon a disk of gold of full intrinsic value or 
upon a piece of silver or paper. 

Paper currency of low denominations was for a long time under 
a cloud, because it was likely to be resorted to in periods of financial 
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distress, and usually by governments which had exhausted their 
resources for obtaining capital, rather than by solvent banks. It 
is not proposed to discuss here the subject of government issues, 
which have now been discarded by strong and prudent govern- 
ments except for a small substratum of the circulation. It is pro- 
posed only to discuss the changes in recent years in the policy of 
leading banks of issue, because it illustrates changes in banking 
policy which reflect, perhaps more or less unconsciously, changes 
in monetary theory. 

The State Bank of Russia has afforded an interesting example, 
during the past two decades, of the abandonment of the theory of 
a circulation saturated with gold and the substitution of the policy 
of a token currency of paper protected by a strong gold reserve 
concentrated in the central bank. The Russian monetary reform 
was practically completed in 1897. At that time the amount of 
gold in circulation in Russia, outside the Imperial Bank and the 
Treasury, was calculated at only 36,000,000 roubles ($18,540,000) ; 
the gold belonging to the bank was 1,091,700,000 roubles ($562,- 
000,000); and the total circulation of credit roubles was 1,121,- 
300,000 roubles ($577,000,000). During the next few years the 
policy was pursued of pumping gold steadily into the circulation, 
while the quantity of bank notes was restricted. The result was 
that at the beginning of 1904 there was in circulation in the hands 
of the public gold to the amount of 774,800,000 roubles, while 
the circulation of bank notes was only 630,000,000 roubles. 

Beginning in 1904, however, a new policy was inaugurated, 
involving the issue of notes more freely and the withdrawal of the 
gold circulation into the coffers of the Imperial Bank. Notes for 
one rouble were gradually retired, as representing too low a denom- 
ination for paper, and in order to afford a proper vacuum for sub- 
sidiary silver. The issues of the next higher denominations were, 
however, largely increased. The denominations of Russian notes, 
below the amount of 25 roubles, are 1 rouble ($0.51}); 3 roubles 
($1.543); 5 roubles ($2.57}); and 10 roubles ($5.15). So steadily 
was the new policy carried out that at the beginning of 1909 notes 
of these denominations had come to constitute an amount equal to 
46.5 per cent of the total paper circulation. The note circulation 
in the meantime, which had been kept practically uniform at 
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630,000,000 roubles from the beginning of the year 1900 down to near 
the close of 1904, was nearly doubled. This was accomplished by 
reducing considerably the amount of gold in circulation and adding 
the new gold obtained by exchange operations and by purchase in 
the London market to the large gold fund of the Imperial Bank. 
Within the five years ending January 1, 1909, the gold in circu- 
lation decreased by 214,000,000 roubles, while outstanding note 
issues increased by 570,000,000 roubles, and the gold stock of the 
bank increased by 317,000,000 roubles ($161,000,000). Within 
the next five years, while gold in circulation on January 1, 1913, had 
increased by only 58,500,000 roubles ($30,120,000), the gold in the 
bank reserves had increased by 330,000,000 roubles ($170,000,000) 
and was offset by an increase in outstanding bank notes of 406,- 
700,000 roubles ($209,450,000).' -Thus, in a most obvious sense, 
the Bank of Russia enlarged and protected its gold stock by the 
development of the issue of small notes. 

In Austria-Hungary, which adopted monetary reform at about 
the same time as Russia, it was necessary to get rid of an accumu- 
lation of depreciated government paper before gold or bank paper 
could be put largely into circulation. The community indicated 
at the beginning of the reform a preference for the paper to which it 
had so long been accustomed, in spite of the fluctuations in its gold 
value which had taken place during the period of specie suspension. 
It was not until the year 1901 that the old government paper was 
substantially eliminated and the Austro-Hungarian Bank was able 
to issue its own small notes. The three denominations issued for 
low amounts were for 10 crowns ($2.03), 20 crowns ($4.06), and 
50 crowns ($10.15). These three issues together have consti- 
tuted almost continuously since 1902 about 50 per cent of the total 
circulation of notes. The bank has refrained from the issue of gold 
coin to the public, so that the circulation consists almost entirely 
of notes and subsidiary silver and minor coin. By keeping a large 
portfolio of foreign bills and by the control over foreign exchange 
which was assumed in 1901, the bank seeks to maintain the parity 
of the paper circulation without trenching upon its stock of gold.? 


1 Raffalovich, Le marché financier en 1912-13, p. 463. 
2 Decharme, Les petites coupures des billets, pp. 103-6. 
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The really significant cases, however, of the substitution of 
small notes for gold in order to strengthen bank reserves are those 
of Germany and Belgium. In Germany the policy adopted at the 
formation of the Imperial Bank in 1875 was that of saturating the 
circulation with gold, in accordance with the tendency which then 
prevailed in almost all countries which had adopted the gold 
standard. With this in view the denominations of the notes of the 
Imperial Bank were fixed at 1,000, 500, 200, and 100 marks ($23 . 80). 
The Reichstag at that time voted unanimously the prohibition of 
notes below 100 marks. Under this policy, gold came to circulate 
freely in Germany, but the Imperial Bank was under persistent 
pressure from the inadequacy of its reserves. There presently 
arose, also, a serious demand for larger issues of small denomina- 
tions of currency in some form, which was partially supplied by 
notes for 50, 20, and 5 marks, issued by the government against 
the gold war fund kept in the Castle of Juliusturm at Spandau. 
In spite of the relative increase in the ratio of the smaller to the 
larger denominations of these notes to meet the growing popu- 
lation and volume of business of the empire, complaints continued 
to be heard of the deficiency of small currency, which was declared 
to be much needed for the payment of wages.” 

Finally, the barrier of the law of 1875 was removed by a law of 
February 24, 1906, by which the Imperial Bank was authorized to 
issue notes of the denomination of 50 marks ($11.90) and 20 marks 
($4.76). It was the promise of the government that these issues 
should be kept within the limit of 300,000,000 marks ($71,300,000), 
and this promise was kept until the year 1912.2, In the summer 
of that year, the amount of notes of both denominations still stood 
as low as 357,143,540 marks, and constituted only 17.1 per cent 
of the total note issue. With the expressed desire of the imperial 
government about that time to have strengthened at all hazards 
the gold reserve of the bank, notes of 20 and 50 marks were put in 
circulation whenever opportunity offered, and, within the eighteen 
months ending with the close of the year 1913, the amount was 
nearly doubled. While the total circulation increased only from 
2,087,650,790 marks on June 29, 1912, to 2,593,444,840 marks on 

* Ibid., p. 74. 2 Ibid., p. 85, note. 
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December 31, 1913, the circulation of notes for 20 and 50 marks 
increased from 357,143,540 marks to 681,822,040 marks, which 
was 26.3 per cent of the total circulation. Apparently the intended 
purpose of putting small notes in circulation, in order to draw a 
corresponding amount of gold into the Imperial Bank, was fully 
accomplished, for the increase in the note issue of more than 300,- 
000,000 marks was marked by the increase in the same period of the 
gold holdings of the bank from 887,971,000 marks ($211,000,000) 
to 1,169,970,0900 marks ($278,000,000), or by 282,000,000 marks 
($67,000,000). 

Belgium, in spite of the possession of a strong central bank, had 
difficulty for many years in preventing the exportation of gold and 
silver coins. Gold practically disappeared from circulation and silver 
5-franc pieces followed in its track. The government has recently 
taken several measures of more or less arbitrary character to check 
the export of silver coin for the exclusive purpose of making a profit 
on exchange. In the meantime, however, it was found necessary, 
as early as 1894, to begin the increase of the issues of notes for 50 
francs and 20 francs, in order to fill the void in the circulation caused 
by the loss of gold and silver. It should be noted that the note for 
50 francs ($9.65) hardly falls within the denomination which tends 
to expel gold. The increase in notes of this denomination has not 
yet been as rapid as in those for 20 francs ($3.86). 

In 1870, when the total circulation of the National Bank of 
Belgium was less than one-fourth of the amount which it has since 
attained, the amount of notes for 50 francs was only 7,298,000 
francs, and of notes for 20 francs, 15,444,000 francs, the combined 
amount representing only 12.13 per cent of the total note circula- 
tion.' By 1894 this proportion had risen to 18.64 per cent, and in 
1904 to 25.56 per cent. The evil of an adverse exchange with 
Paris continued, hgwever, to work unfavorably upon the stock of 
coin, and issues of notes for 20 francs and 50 francs rose in 1910 to 
30.92 per cent of the total note circulation, and in 1913 to 34 per 
cent. For the latter year, the average circulation of notes for 50 
francs was 113,410,850 francs and of notes for 20 francs, 228,519,- 
340 francs.? Within three years, the average note circulation of all 

* Ducharme, of. cit., p. 110. 

2 Assemblée générale des actionnaires, February 23, 1914, p. 18. 
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denominations increased from 826,272,220 francs to 1,004,121,190 
francs, or by about 178,000,000 francs, of which more than 86,000,- 
ooo francs was in notes of the two lower denominations. 

It is noteworthy, however, that within this same period, the 
bank increased its gold stock from 125,694,390 francs on Decem- 
ber 31, 1910, to 249,026,688 francs on December 31, 1913, while the 
amount of foreign gold bills and subsidiary silver held in the reserve 
was not greatly diminished. The increase in the gold stock was 
obtained chiefly through direct purchases by the bank in Paris and 
was perhaps a necessary consequence of the impoverishment of the 
active circulation of gold and silver; but the net effect upon the 
relations between the money in circulation and the metallic reserve 
of the bank was the substitution of paper for gold in circu- 
lation and a more than equivalent increase in the gold stock of the 
central institution, as in the case of Russia, Austria-Hungary, and 
Germany. 

Although Belgium found in the disappearance of her gold and 
silver coins, under the influence of adverse exchanges, a vacuum for 
the increase of her small notes, the situation of France and Switzer- 
land was handicapped in this respect by the large amount of silver 
5-franc pieces and subsidiary silver remaining in their circulation. 
In both countries, prior to the present war, the smallest note was 
for 50 francs ($9.65), which cannot be regarded as a low denomi- 
nation. It would probably have been possible to issue a limited 
amount of notes in these countries of the denominations of 20 
francs ($3.86) and to draw a corresponding amount of gold into 
the central bank of issue. It would be more difficult, however, 
to keep in circulation notes of a lower denomination than 20 francs, 
because they would come in conflict with the large amount of 
silver with which France and other countries of the Latin Union 
were loaded down at the time of the suspension of free coinage 
about 1873. In Switzerland, the opportunity to issue notes for 
50 francs has apparently been availed of nearly to the point of 
saturation, the average proportion of such notes for 1913 having 
been 36.09 per cent of the total note circulation of the National 
Bank of Switzerland, and the proportion at the close of the year, 
35.16 per cent.? 

* Sixiéme rapport de la Banque Nationale, 1913, p. 33- 
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France is in the happy position of possessing in her central bank 
one of the largest gold stocks in the world, while at the same time 
her internal circulation is surcharged with gold to an amount esti- 
mated at nearly $600,000,000. For her, therefore, the problem of 
drawing gold from the circulation into the bank was less pressing. 
The subject of the issue of notes for 20 francs by the Bank of France 
has been discussed, notably on the occasion of the crisis of 1907 in 
the United States; but the conclusion seemed to have general ap- 
proval that such a step should be taken only in case of war. It might 
then be necessary, as put by M. Alglave, to issue notes “to prevent 
our 20-franc pieces from supporting the enemy’s loans.”* In the 
meantime, the congestion of silver which has handicapped France 
since 1873 has been gradually relaxing by the disappearance of the 
coins of the Latin Union in the French and Belgian Congo, the 
melting-down of 5-franc pieces for subsidiary coins, and the absorp- 
tion of a larger volume of small money by expanding trade. The 
stock of silver in the Bank of France, which was more than $250,- 
000,000 at its maximum in 1892, fell almost without interruption 
to about $160,000,000 at the close of 1910, and below $125,000,000 
in the summer of 1914.7. Obviously silver has ceased to be a menace 
to the great gold reserve of $800,000,000 in the bank, and does not 
preclude the issue of small notes in the face of: commercial and 
military needs. 


III. MAKING BANK NOTES LEGAL TENDER 


It is an almost logical consequence of the effort to husband gold 
by substituting bank notes as the medium of exchange that the 
notes should be given, as far as practicable, the qualities which 
make them acceptable as a substitute for money. One of the most 
obvious means of accomplishing this purpose is to make the notes 
legal tender in domestic transactions. The notes of the Bank oi 
England were made legal tender, except at the bank, at the time of 
the revision of the charter in 1833. The argument was made, even 
at that early date, that if the notes possessed the legal-tender qual- 
ity they could be used by the country banks for the redemption 


* See Decharme, op. cit., p. 314. 
Cf. Conant, A History of Modern Banks of Issue, pp. 72-74. 
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of their own notes and the pressure on the gold stock would be 
thereby diminished." 

The notes of the Bank of France were made legal tender only 
at the time of specie suspension in 1848, but this quality was with- 
drawn when resumption took place under the law of August 6, 
1850. The notes were again made legal tender on August 12, 1870, 
soon after the outbreak of the war with Germany. This step was 
not taken because of a run for gold, nor at the request of the bank, 
but .was adopted by the government with the view of keeping the 
gold fund intact until the necessity for its use should become more 
pressing.’ In order to prevent abuse of the power of issue during 
specie suspension the policy was adopted of fixing a maximum limit 
of issue, and this policy has been continued down to the present 
time, although the limit has been raised by the government when- 
ever it has been approached by the amount of notes outstanding. 
Under this restriction, the notes of the Bank of France have con- 
tinued to be a legal tender in France in spite of the fact that the 
bank has always had the right to redeem them wholly or in part in 
silver coin instead of gold. 

The notes of the Austro-Hungarian Bank were legal tender 
during the long period of specie suspension down to 1892 and have 
continued to be so under the monetary reform. In the case of the 
National Bank of Belgium, the notes were legal tender only “‘so 
long as they are redeemable at sight in legal coin’’; but this safe- 
guard has necessarily been suspended during the present financial 
chaos. Here, as in France, the privilege belongs to the bank to 
redeem notes in silver as well asin gold. The notes of the bank are 
payable in coin at sight, at its offices in Brussels, but payments 
may be deferred at the agencies until there has been time to receive 
the necessary funds.’ The notes of the National Bank of Italy 
have long been legal tender, in spite of specie suspension, and the 
legal-tender quality belongs by law to the notes of the Royal Bank 
of Sweden, the Bank of Norway, the National Bank of Denmark, 
and to the National Bank of Switzerland, under the law of 1905. 

* Ibid., pp. 118-19. 

? Courtois, Histoire des banques en France, p. 258. 


3 See Conant, “The National Bank of Belgium,” National Monetary Commission, 
61st Cong., 2d sess., Senate Document No. goo, p. 208. 
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The most thorough recent discussion of this subject occurred 
in the Bank Inquiry of 1908, made by authority of the German 
government with a view to the revision of the charter of the Reichs- 
bank. The inquiry was conducted by a commission of the most 
competent bankers and economists in the empire and brought out 
forcibly the arguments for conferring the legal-tender quality, under 
modern conditions, upon the notes of a strong central bank, if the 
notes are to be given the same security as gold as a medium of 
exchange and a temporary store of value. The discussion was 
opened by Herr von Havenstein, then recently appointed governor 
of the Imperial Bank and chairman of the Commission of Inquiry. 
He pointed out that while the notes of the bank were not legal 
tender under the law then in force, this fact was known to only a 
limited number of persons and that it was desirable to bring the law 
into conformity with general practice and belief. He contended 
that in periods of crisis, when a demand sometimes arose for hoard- 
ing money, it was a demand for legal-tender currency to fulfil obli- 
gations, and not a demand arising from doubt of the ability to 
obtain gold for notes. It was declared by Herr von Havenstein: 
“Tt may likewise be assumed as certain that efforts to secure those 
means to pay, on the part of private persons as well as of the banks 
and other payment institutions, will be directed toward procuring 
as much as possible of that kind of money regarding which the pos- 
sessor is sure that he can use it in payment under all circumstances 
—that is, money that is legal tender.” 

It was the strongly expressed belief, not only of Herr von Haven- 
stein, but of Dr. Adolph Wagner, the eminent economist, and Dr. 
Riesser, the banker and author, that the grant of the legal-tender 
quality to the notes would diminish the demand for gold—not 
merely by permitting persons who desired to hoard currency to 
hold notes instead of coin, but also by permitting the private banks 
to diminish the gold stocks which they had formerly held for the 
purpose both of fulfilling their own legal-tender obligations and 
of furnishing gold for the same purpose to clients. It was 
declared by the report submitted by the government with the bill 


* “German Bank Inquiry of 1908,’ National Monetary Commission, 61st Cong., 
2d sess., Senate Document No. 407, pp. 698-99. 
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which was presented to the Reichstag that ‘the bill, in making the 
notes of the Imperial Bank legal tender is simply giving a firm 
legal basis to the existing situation, i.e., the acceptance of notes as 
instruments of payments in all monetary transactions.” 

In conferring the legal-tender quality upon the notes of the 
central bank, as was recommended by the commission with practi- 
cal unanimity, several changes were made in the former law and 
practice which were designed to remove doubt that the notes were 
to be kept equal to gold. The provision of the old law—that notes 
might be redeemed in German currency—was changed to the 
requirement that they should be redeemed in “German gold coins.” 
It was not deemed proper to confer the legal-tender quality upon 
the notes of the few surviving state banks of Germany; but, in 
order to make their notes also equal to coin as a medium of 
circulation, it was provided by the law of 1909 that the Imperial 
Bank should accept, at full face value, the notes of those banks 
which promptly fulfilled their obligations to redeem their notes 
in German gold coin, and that this service should be rendered, 
not only at the main office of the Imperial Bank in Berlin, but 
also at its branch offices, either in cities of more than 80,000 
inhabitants or in the city where the issuing bank was located. 
The Imperial Bank was also required to issue its own notes in 
exchange for the notes of the state banks in the states where 
they were issued, so far'as the supply of its own notes on hand 
permitted.’ 

Thus, in definite and positive form, after a thorough debate, the 
expert commission and the government of Germany accepted the 
view that the law should conform to general practice in treating 
bank notes, when redeemable in gold on demand, as legal tender for 
public and private obligations. The English law was not adopted 
in terms, because of its apparent implication that payments by the 
bank must be made in gold rather than notes, and the German 
bank desired to reserve the privilege of paying notes in its largely 
developed business of making credit transfers from one point to 
another in the empire. 


“Renewal of Reichsbank Charter,’’ National Monetary Commission, 61st Cong., 
2d sess., Senate Document No. 507, pp. 97-103. 
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When a new note system was provided for the United States in 
1913, the question became of serious importance how far the notes 
of the central banking mechanism should be available as a part of 
the reserve in lawful money required to be held in prescribed pro- 
portions by the 7,500 national banks originating under the old law. 
The plan of the National Monetary Commission made the notes to 
be issued by the central reserve association receivable at par for 
government obligations in payments between banks and payments 
to banks.t In the act of December 23, 1913, establishing the 
federal reserve system, it was declared that the federal reserve 
notes “shall be obligations of the United States, and shall be 
receivable by all national and member banks and federal reserve 
banks, and for all taxes, customs and other public dues.” 
The notes were thus given in effect what may be called a 
restricted legal-tender quality, their soundness being certified by 
the willingness of the federal government to accept them for public 
dues. 

It was provided further that these notes should be redeemed in 
gold on demand at the Treasury Department of the United States, 
or in gold or lawful money at any federal reserve bank. In order 
to provide the necessary funds for redemption at the Treasury, the 
Federal Reserve Board is authorized to require each federal reserve 
bank to maintain a deposit in the Treasury in gold, sufficient, in 
the judgment of the Secretary of the Treasury, for the redemption 
of its federal reserve notes, but in no event less than 5 per cent of 
such notes outstanding; such deposit to be counted as part of the 
reserves of 40 per cent required by the law to be held against out- 
standing federal reserve notes.” 

Surveying the field of note issue in the principal commercial 
countries, it appears that the policy outlined in this article is now 
generally in operation, subject only to the modifications arising 
from local conditions and the strength of the banking system. In 
those countries, like France, where the stock of gold in the bank 
and the amount in circulation are both large, it seems to be generally 


t Report of the National Monetary Commission, 62d Cong., 2d sess., Senate 
Document No. 243, p. 68. 
2 Federal Reserve Act, December 23, 1913, sec. 16. 
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regarded as wise to have deferred any departure from the system 
which had grown up in practice until the necessity arose for a 
change. In case of war, however, involving any leading country, 
experience has shown that measures would be promptly taken to 
husband, as far as practicable, both the gold in circulation and 
that in the central bank of issue. The first step taken toward these 
ends would naturally be that of raising the rate of discount. Such 
a step, however, would probably not be effective if there were a 
strong disposition to export capital from the country in antici- 
pation of serious disturbances in the economic order. 

The suspension of gold redemption of bank notes and of the 
payment of gold to depositors by the central bank has been the 
next logical step in the process of husbanding the national gold stock. 
Such a step is usually the result of an enabling act by the govern- 
ment, imposing certain restrictions on the issue of notes, and not 
in response to any appeal or suggestion of the bank itself. While 
these measures would perhaps encounter the condemnation of the 
old school of political economy, experience has shown that it is not 
suspension of gold payments which causes the great depreciation 
in the value of paper during war time, but the overissue of such 
paper for the purposes of the government or fear that the assets of 
the bank will become impaired. Neither of these influences oper- 
ated in the case of the suspension of specie payments by the Bank 
of France in 1870. The government did not abuse its power over 
the bank to gorge its assets with government obligations, nor was 
there any fear that the property of the bank would be lost or con- 
fiscated by the enemy, under the international law of private 
property respected by civilized nations. 

The result of suspension under these circumstances by the Bank 
of France was a depreciation of not more than 2} per cent in the 
value of the bank paper, and even this maximum was reached after 
the conclusion of peace, as a result of the heavy adverse balance of 
exchange created by the settlement of the war indemnity to Ger- 
many. For practical purposes, as pointed out by the eminent 
banker and scholar, the late Mr. Fischel, in the German Bank 
Inquiry of 1908, there was no depreciation of the notes of the Bank 
of France which had any obvious effect upon domestic transactions. 
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Almost inevitably, in case of specie suspension, the legal-tender 
quality must be conferred upon the paper circulation in order to 
prevent disputes between debtors and creditors and serious con- 
fusion in monetary transactions. The grant of the legal-tender 
quality to paper which is promptly redeemable in gold, as under the 
revision of the German bank charter in 1909, undoubtedly contrib- 
utes to inspire a higher degree of confidence in the paper, to promote 
its continuous use in time of peace in lieu of coin, and to protect 
and enlarge the gold stock of the central bank of issue. 

The theory that commercial operations are in effect the exchange 
of goods and services for other goods and services, and are not pri- 
marily for the accumulation of money, justifies the reduction of the 
money tool to the simplest and most economical form which carries 
with it complete security. The greatest security is obtained by the 
largest concentration of gold resources at one or a few centers, 
where they can be employed, in case of emergency, with something 
of the effectiveness of a reserve of fresh troops in a great battle. 
If the stock of gold thus held is adequate to support the entire credit 
fabric, nothing is gained and much may be lost by attempting to 
carry out the old theory of saturating the circulation with standard 
money. 

Consideration must inevitably be given in any particular case 
to the state of credit and the custom and prejudices of the 
community. Where paper is viewed with distrust, because it is 
unfamiliar or because it has been discredited by excessive and 
depreciated issues, as in some of the less developed countries, a token 
coinage of silver representing less than its face value in gold, but 
supported by a gold reserve, may be preferable to paper as a means 
of inspiring confidence in the solidity of the circulation. Even in 
this field experience has shown that paper currency, when properly 
secured, soon makes its way, even among primitive peoples who 
have been accustomed to handling a medium of exchange consisting 
exclusively of metal. In the Philippine Islands, where a silver 
token coinage was authorized in 1903, soon after the American 
occupation, it was anticipated at first that there would be only 
a limited demand for the certificates of the deposit of coin which 
were authorized by the new law. Gradually, however, these cer- 
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tificates made their way into the favor of the natives. The amount 
of them in circulation had already risen on June 30, 1912, to 26,- 
788,055 pesos ($1 3,394,027), while the circulation of silver pieces 
for one peso, not including subsidiary silver, was only 13,178,751 
pesos ($6,589,375). 

The essential factor in the maintenance of a sound monetary 
system has ceased to be exclusively the character of the currency 
itself; it is recognized that there must be taken into consideration, 
also, the great mass of short-term credit which is in constant cjr- 
culation in the form of bills of exchange, drafts, and checks. It is 
because the circulation of bank notes has become subsidiary to this 
greater circulation of other credit instruments which transfer the 
titles to goods and services that the essential requirement of 
monetary solvency is that of a gold reserve adequate to the orderly 
functioning of the entire credit mechanism and the temporary 
supply of additional currency of gold or paper and of adequate 
international credits when they are demanded to fill the vacuum 
created by the breakdown of other credit functions; and for these 
ends the concentration of gold resources and the sufficiency of their 
ratio to the entire credit structure have become more important 
than their part in the circulation or their ratio to the elements 
which make up the circulation itself. 


CHARLES A. CONANT 
New York City 





TAXATION IN NEW FRANCE: A STUDY IN PIONEER 
ECONOMICS 


I 


The story of taxation in New France has interest inasmuch as 
it indicates the changes which pioneer conditions of life made neces- 
sary in the theory and practice of taxation as it was in feudal 
France. The Canadian colonist enjoyed comparative, and indeed 
almost absolute, freedom from the burden of cumulative, state- 
imposed charges, and from the drag of octroi duies which were a 
hindrance to the peasant of the kingdom. Feudalism of Old France, 
when transplanted to America, underwent a most interesting trans- 
formation. The effect of the new environment, the vast amount 
of territory, with its magnitude, its strangeness, its mystery, and 
its dangers, was great on all the institutions of the colonists, as well 
as upon their own characters. Taxation of the French king’s 
Canadian subjects reflects the effect of the novel conditions, the 
new self-reliance of the people, the vigorous assertion of dislikes and 
antipathy where formerly was only passive submission; and shows 
in a most striking manner an institutional adaptation to physical 
and psychical environment so widely different from that in which 
it was conceived and developed for a period. Few as are the taxes 
of the French régime, their history is of no small significance. It 
presents features of considerable interest to the students both of 
Canadian history and of Canadian finance, especially as a closer 
relationship than is commonly believed exists between preconquest 
taxation and the fiscal expedients adopted after 1763. 

As an expression and outgrowth of conditions in the colony, 
taxation in New France was based upon expediency rather than 
upon theory. It was in very large measure accidental and for- 
tuitous, and the first charges were initiated with no thought of 
taxation in the usual meaning of that term, but rather as compen- 
sation for the valuable privilege of engaging in the fur trade. Tem- 
porary charges gradually took on permanence. For a long time 
export levies on beaver pelts and moose hides were the sole charges 

736 
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upon thecolony. As the organization of New France was developed 
and assumed more permanent form, the taxes on furs lessened in 
importance and import duties became the factor of chief moment 
in the revenue account. 

New France’s fiscal system passed through three stages in its 
development. The first was the period of control by proprietary 
companies. Under-such conditions development of taxation was 
impossible and the levies upon the colonists were restricted to cer- 
tain feudal cherges. The second was the period of control by 
revenue “farmers,’’ when the exaction on furs was of dwindling 
significance and importance, while import duties on wines, liquors, 
and tobacco, a luxury tax, became the more productive factor. 
It was not until after the revenues were taken from the farmers and 
collection placed under control of one of the departments of the 
royal government that a general tariff was possible. With local 
organization undeveloped, local taxation was little known, even 
enforcement of the king’s corvée being opposed by the habitants. 
There was determined hostility to a poll tax, which, though fre- 
quently mooted and discussed, was never established in New 
France. 

The first taxes imposed in the colony were the result of an 
unsuccessful experiment in public ownership. By letters patent, 
dated 1627, the Company of New France secured a fifteen-year 
monopoly of all the commerce of the colony, except the cod and 
whale fisheries. While the habitants were permitted to engage in 
the fur trade, they were required to sell all their furs to the company 
at a fixed and low price. In consideration of exclusive privileges 
and complete territorial rights, the company undertook fulfilment 
of extensive colonization obligations and assumed all the expenses 
of the colony. The habitants became dissatisfied with this arrange- 
ment, and in 1644 a popular deputation was sent to France in an 
attempt to secure from the king some curtailment of the company’s 
monopoly and to obtain greater freedom for the fur trade. 

The Company of New France was not averse to a new arrange- 
ment. It had been practically bankrupt almost from the beginning 
of its existence, owing to miscarriage of its early ventures, and the 


1 Edits et ordonnances, I, 5-11. 
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Associates were disheartened.* An agreement was entered into in 
1645, between plenipotentiaries representing the colonists and the 
directors of the Company of New France, by which the monopoly 
of the peltry trade, exclusive of that of Acadia, Miscou, and Cape 
Breton, was transferred to the habitants? The latter assumed 
responsibility for all the ordinary expenses of the colony—the 
upkeep of civil, military, and ecclesiastical establishments—dis- 
charging the company from all future liability for the same. 
Besides certain settlement obligations, the community contracted 
to pay to the Company of New France an annual feudal charge or 
royalty of 1,000 pounds of assorted beaver skins.’ 

By the provisions of the first constitutional charter of New 
France, under date of March 27, 1647, the habitants were permitted 
to trade freely with the Indians, but it was stipulated that all furs 
should be taken to the public warehouses, where they should be 
paid for at prices fixed from time to time by the Council. The 
latter was authorized to appoint commissioners who should superin- 
tend the sale in France of the colony’s peltries. The proceeds of 
such sales must be applied to meet the necessary expenses, consist- 
ing of fixed charges of 40,000 livres, and for other purposes under 
direction of the Council. Return of peace in 1645 had proved a 
temporary stimulus to exportation of furs from New France, but 
the prosperity was of short duration. The habitants became dis- 
satisfied: they had profited little by the change of masters. The 
Council, on the other hand, found that its hopes were not realized. 
Net proceeds of the sales in France not only failed to provide the 
expected surplus, but barely met the necessary expenses of the 
colony. The community found itself going into debt and some new 
arrangement was demanded. After much deliberation, the Council 


* Canadian Archives, F. 1, pp. 179-86; Collection de manuscrits, etc., I, 75-80. 

2C.A., F. 1, pp. 407 ff., 419; Edits et ordonnances, I, 28-29. 

3It was customary to sell beaver skins to the French hatters in assorted lots, 
composed of three parts fat beaver (castor gras), and one part dry beaver (castor sec). 
C.A., F. 10, p. 402. 

According to a mémoire by M. de la Chesnaye, written in 1676, this whole arrange- 
ment was conceived and carried into execution by five or six families without 
participation of the other settlers. The writer refers with scorn to “cette prétendue 
Reppublique,” which was thus established (Collection de manuscrits, I, 245-61). 
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decided to throw the fur trade open to the habitants, allowing each 
to trade and send furs to the French market on his own account. 
For the first time in the history of New France, the common people 
enjoyed this privilege. In order to meet the necessary expenses of 
the colony, the traders were required to pay one-half of their beaver 
skins and one-tenth of their moose hides to the Receiver who was 
appointed by the Council." In practice, it was an export duty on 
furs, payable in kind. This was the first real tax imposed in Canada 
—a tax which, as modified in 1653, played no small part in the 
financial affairs of the colony, and one which, when the French 
régime drew to a close, had had a checkered history. 

The new arrangement did not prove satisfactory. The habitants 
were poor: peltries which they secured in trade with the Indians 
were practically the sole measure of their purchasing power. On 
the other hand, goods imported from France, which they exchanged 
with the redmen for furs, were held at high prices and the colonists 
claimed that the heavy impost on furs did not leave them a reason- 
able profit. In consequence of their representations, the Council 
took action on May 3, 1653, reducing the duty on beaver skins 
from one-half to one-quarter. 

Collection of the duties on peltries and exploitation of the 
monopolized trade of Tadoussac by public officials were found 
unprofitable and the Council decided to “farm” these privileges 
to the highest bidder. In 1663 they were leased for a period of 
three years to Sieur Aubert de la Chesnaye in consideration of an 
annual payment of 46,500 livres? In accordance with a royal 
decree of May, 1664, however, Canada was ceded to the Company 
of the West Indies, “en toute seigneurie, propriété, et justice.” 
The new company, recognizing that any attempt to monopolize the 
fur trade would meet with vigorous objection and that a prohibition 
to the colonists to engage in the trade would be flagrantly disre- 
garded, was willing that the colonists should continue freely to send 
furs to France on their own account, conditional upon continuance 
of the levy on exported peltries. It was put in{possession of these 
duties by M. Tracy, lieutenant-governor of New France, but 


*C.A., F. 7, pp. 300-301. 
2 Jugements et délibérations, I, 39-40. 
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M. Talon, the intendant, contended that the right to impose such 
taxes was one of the principal marks of sovereignty, and ought not, 
therefore, to belong to the seigniors of the country without express 
authorization of the king. The zealous intendant was informed by 
Colbert that the sovereign made no claims to these duties which 
had been imposed to defray the expenses of the colonial government. 
An arrét of April 8, 1666, placed the matter beyond all question by 
expressly granting to the Company of the West Indies the right to 
one-fourth of all beaver skins and one-tenth of moose hides. In 
return, the company undertook the payment of all the ordinary 
expenses of the colony, discharged the community from the nominal 
liability of 1,000 pounds of beaver skins annually, and threw the 
peltry trade open to all comers.’ While not expressly stated as 
such, the tax on pelts was in effect an export duty. To prevent 
fraudulent embarkation of furs without payment of duties orders 
were given that no one should go on board any of the merchant 
vessels in the roads between the hours of 8 p.m. and 4 A.M., while 
masters of the ships were warned not to receive any furs except 
those accompanied by a certificate signed by the company’s agent. 

But only half the story has been told. The ill-fated experiment 
in public ownership was destined to saddle the community with 
another tax which proved to be the source of continual friction and 
contestation. To provide for the necessary expenses was found 
increasingly difficult and the colony soon became involved in 
heavy debts. War with the Iroquois spread confusion in the fur 
trade and the community found itself in financial straits. It bor- 
rowed extensively from merchants of La Rochelle to meet current 
obligations, and the debt accumulated rapidly. By 1652, more than 
85,000 livres were owing. The French creditors became alarmed 
and threatened to have arrested those representatives of the colony 
who should pass to France. In 1662, after several expedients to 
repay the amounts borrowed had failed, Governor d’Avangour 
obliged the creditors to make declarations of their claims. The 
total debt was found to be slightly in excess of 170,000 livres? He 
then proposed that a duty of 10 per cent be levied on all imports 
into the country for a period of six years, the proceeds to be devoted 


t Edits et ordonnances, I, 60-61. 2C.A., F. 178, pp. 140-41. 
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to liquidating the debts, and that, as an additional guaranty of 
payment, the duty be collected by the creditors themselves. The 
proposal was approved, but for some reason the impost was col- 
lected by agents of the Council.t There can be no question that 
at its inception this tax was considered by both Council and habitant 
as merely a temporary charge. 

In 1664 a number of the colonists petitioned the Council for 
repeal of the duty of ro per cent, claiming that it was oppressive 
and urging that payment to the creditors be provided in some other 
way. In view of their representations the Council repealed the 
duty on dry goods and ordered that the tax for payment of the 
public debt in future should be imposed only upon wines and 
brandy.” The following year, however, the duties were replaced on 
dry goods, and until 1670 the tax of 10 per cent ad valorem was 
collected on all imports of the colony. In 1670, the habitants com- 
plained of the high cost of living, declaring that on account of the 
duty merchants had raised the prices of their wares. As one of 
two expedients to relieve the situation, the Council repealed the 
duty on dry merchandise, providing that in future only liquors and 
tobacco should be taxed. For convenience in collection, the charges 
on these commodities were made specific, roughly equivalent tc 
1o per cent ad valorem. In 1672, we find the colonists were pro- 
testing, through their Syndic, that the six years, the period for 
which the tax was imposed in 1660, had long since passed, and that 
the colony was still burdened with both the tax and the debts 
which the tax of 10 per cent was intended to pay. 

Thus, when the charter of the Company of the West Indies was 
revoked by royal edict in 1674 and New France was again united 
to the crown, two taxes were in force: first, an export duty on 
peltries, one-fourth on beaver skins and one-tenth on moose hides, 
payable in kind; and, second, an import duty, generally known as 
the duty of ro per cent, but specific in form, on wine, brandy, and 
tobacco. The former was imposed for the express purpose of 
defraying the necessary expenses of the colony. The latter was 


*C.A., F. 178, p. 141; but see Jugements et délibérations, I, 193. 
2 Jugements et délibérations, I, 193-94. 
3C.A., F. 178, p. 142. 
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levied as a temporary charge to defray the colony’s debt, but had 
been continued past the time for which it was intended originally. 


II 
ABANDONMENT OF THE BEAVER TAX 


For nearly sixty years, from 1675 to 1732, the public revenues of 
Canada were leased to revenue farmers, as was the practice in Old 
France. The chapter is one of the most romantic of Canadian 
finance, but requires separate treatment. In the present study it 
will only be referred to in so far as is necessary to trace the history 
of the taxes involved. Following revocation of the charter of the 
Company of the West Indies, King Louis leased the revenues of the 
Western Domain to M. Jean Oudiette for a period of seven years 
from June 1, 1675, in consideration of an annual payment of 
350,000 livres.’ Oudiette was granted, in addition to certain other 
valuable privileges, the right to collect the following charges: 

In Canada.—(1) the export duty of one-fourth on beaver skins; 
(2) the export duty of one-tenth on, moose hides; (3) the import 
duty of 10 per cent on wines, brandy, and tobacco; (4) seigniorial 
and domanial duties of the crown. 

In the French West Indies —The duties known as “les droits 
seigneureaux de poids et de capitation,” i.e., (c) a fax on the weight 
of merchandise coming to, or going from, the West Indies, and 
(6) a capitation tax. 

In France.—(1) the import duty of 3 per cent on merchandise, 
the product of the West Indies; (2) certain octroi imposts on sugars. 

The lease was renewed in 1682 for three years. At the expira- 
into of this period, it passed to the farmers-general of France under 
the name of Pointeau. Louis Guigues was the third Farmer- 
General of the Western Domain. Prior to 1700 the “ferme par- 
ticuliére du Canada,” which consisted of the export duties on furs, 
the duty of ro per cent, monopoly of trade in Tadoussac, the exclu- 
sive privilege of buying furs in Canada and selling them in France, 
together with certain seigniorial perquisites and dues, were valued 
by the farmers-general of the Western Domain at 119,000 livres. 


tC.A., F. 211, p. 161. 
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The “farm” was subleased for this amount and the under-farmer 
was required either to pay this sum to the farmer-general or to 
become responsible to the king for that amount in part payment 
of the price of the whole farm of the Western Domain.’ In 1700, 
however, in order to facilitate arrangements between the colony and 
the farmer-general, the king reduced the price of the “farm” of 
Canada to 70,000 livres per annum, the duty on beaver pelts being 
valued at 30,000 livres and the other duties and privileges at 
40,000 livres.’ 

In 1703, the representative in France of the colony requested 
the king to repeal the duty of one-fourth on beaver pelts and sub- 
stitute a duty on cloth, mercery, groceries, and hosiery imported 
into Canada, and an export tax on furs other than beaver. The 
application was referred to the colonial governor and intendant to 
be considered by a general assembly of the habitants. As a tenta- 
tive substitute for the tax on beaver skins, provision was made for 
certain new duties. Up to this time, the charges of 10 per cent on 
wines, brandy, and tobacco were collected by the revenue farmers 
on the following basis: wines, 7 livres 10 sous per cask; brandy, 
18 livres 15 sous per cask; tobacco, 3 sous 9 deniers per pound.’ 
The king’s proposal was to increase the duty on wines to 10 livres, 
and that on brandy to 25 livres per cask, to impose moderate 
import duties on cloth, mercery, powder, shot, groceries, etc., and 
light export duties on furs of various kinds. Beaver was not 
entirely to be exempted, but the levy reduced to 20 sous per 
hundredweight.* Repeal of the duty on beaver skins was opposed 
by the directors of the Compagnie du Canada and the new tariff 
never came into operation. Officials of the company, however, 
which included the principal officers, merchants, and habitants of 
the colony, increased the specific duties on wines, brandy, and 
tobacco by one-third. 

By an agreement entered into in 1706 by the Compagnie du 
Canada and Srs. Aubert Néret and Gayot, the latter merchants 


*C.A., F. 14, pp. 428, 433- 2 Tbid., F. 21, p. 209; F. 23, p. 318. 
3On wines and brandy a rebate of one-tenth of the duty was granted to cover 
leakage. 


‘C.A., F. 195, pp. 396-405; F. 41, p. 245. 
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succeeded to the rights and privileges of the beaver trade which 
the colony had secured from the farmer-general of the Western 
Domain in 1700. The agreement was to remain in force for twelve 
years, during which time beaver furs were exempted from export 
duty. For the preceding half-dozen years, although the duty of 
one-fourth on beaver skins had been collected by the agents of the 
company, the proceeds did not pay the cost of handling, on account 
of the glutted condition of the French market.t When the lease 
of the Western Domain changed hands in 1707, the new farmer- 
general found that, with the exception of the Tadoussac monopoly, 
he was deprived of all rights in the beaver trade of Canada. The 
duty of one-fourth on beaver pelts had been separated from the 
“farm” of the Western Domain. The Company of the West, or, 
as its name became later, the Company of the Indies, was organized 
in accordance with letters patent of August, 1717, and was required 
to purchase beaver from the habitants at prices fixed by the king- 
in-council. The new company was exempt from payment of the 
duty of one-fourth for a period of twenty-five years. The tax was 
never re-established. 


Although abandonment of the tax on beaver skins as a source 
of colonial revenue was necessitated by force of circumstances—the 
chronically glutted condition of the French fur market and the 
danger of diverting the pelts to the English colonies—its significance 
should not be overlooked on that account. From those early days 


“ 


when a beaver skin could be obtained from the Indians for “a 
needle, a rattle, or a tin mirror,’ those in charge of the colony’s 
affairs had been wont to look to the fur trade to defray the necessary 
expenses of the country. But there came a gradual shifting of 
relative importance as between the duty on peltries and the duty 
of 10 per cent. The former ceased to be the main reliance for the 
revenue of New France and the duty on imports assumed the place 
of premier importance. That shifting marks an important advance 
in the development of the colony. 

Ambiguity and lack of definiteness in the revenue leases, and 
confusion in the monetary system of Canada, which was complicated 


*C.A., F. 23, pp. 19-20. 
2C.A., F. 176, p. 7; Collection de manuscrits, I, 248. 
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by variation of the standard from that of Old France and by intro- 
duction of the notorious ‘‘card currency,” resulted in almost con- 
tinuous contest between the merchants and the revenue farmers. 
The friction was in part allayed in 1720 by a temporary ruling of 
M. Bégon, intendant, covering the most important points in issue. 
The method of collecting the duties on imports was simple and at 
the same time reasonably effective. As soon as a merchant vessel 
anchored at Quebec a guard went on board to insure that no goods 


TABLE I 


SHOWING PROCEEDS OF ImporT AND Export DUTIES IN 
Force In NEW FRANCE, 1719 TO 1732* 
(Figures are to the nearest livre) 








Proceeds from 
Proceeds from Export Duty of One- 
Import Duties >> Moose 





Livres Livres 
24,941 
25,304 
29,417 
21,080 
32,333 
39,071 
32,030 
36,698 
27,004 
42,258 
47,614 
51,856 
_-§2,178 
49,993 











502,836 





*C.A., F. 59, PP. 443749, 457- 


were disembarked or taken on board illegally. Within twenty-four 
hours after arrival of the ship, the captain or master was required 
to make declaration of his cargo, both dutiable and free goods, at 
the office of the Director of the Domain. The captain was granted 
a permit to disembark the merchandise not subject to duty, as 
shown by his declaration. As regards dutiable goods, permission 
to land them was issued when the importers made declaration of 
their consignments and gave their promissory notes to pay the 
duties on goods specified in the signed statements. Such permits 
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were presented to the guard on board, who, in turn, issued an order 
for the goods to be passed by the shore inspector, as set forth in the 
order. The duties were not paid immediately, partly because of 
the scarcity of money, but more particularly because the merchants 
sold their goods on credit and required time. During the latter 
part of September and during October, accounts were settled for 
the entire colony, and it was at this time that the revenue farmers 
collected amounts due on account of the import duties." 

The charge known as “‘the tenth of moose hides” was payable 
in kind or in money at fixed rates, according as the traders found 
one or the other method to their advantage and convenience. 
Table I shows the rapid increase in the return from import duties 
on wines, brandy, and tobacco during the period 1719-32, while the 
moose-hide export tax became of declining relative importance as 
a factor in the revenue of the colony. 


III 
FIRST GENERAL TARIFF 


Not until after 1732, when the revenues of the colony were taken 
from the farmers and collected under direction of the Royal Depart- 
ment of Marine, was any attempt made by the crown to secure a 
substantial increase in the public revenue of New France. Such a 
change was effected with the definite object of imposing additional 
levies either directly or indirectly upon the people of Canada. The 
intention of the king in ordering the transfer was explained by 
Comte de Maurepas, president of the Navy Board, in a letter to the 
governor and intendant of Canada. The communication set forth 
that the king expended annually 600,000 livres for maintenance of 
the colony and that the inhabitants contributed almost nothing. 
Freedom from taxation bred laziness and lack of ingenuity, declared 
the comte. Heavy taxes were imposed in the West Indies and the 
good effects were very apparent. In France, too, the people were 
stimulated to work because they were heavily taxed. The peasants 
were not only industrious, but dutiful as well. It was but right, 
he said, that the inhabitants of Canada should pay taxes propor- 
tionate to those levied in France. To suit the convenience of the 
colonists, the duties should be levied in wheat or other commodities. 


tC.A., F. 59, pp. 425-26. 





TAXATION IN NEW FRANCE 747 


The comte also proposed that the tax of one-fourth on beaver skins, 
being no longer paid, should be re-established." 

Nor was this the first proposal to levy new taxes in Canada. 
In 1684 the king instructed Governor de la Barre to confer with the 
principal inhabitants of the colony to see if the duties on peltries 
could not be converted satisfactorily into some other duty, a poll 
tax, a levy on goods or on lands and dwellings, which would pro- 
duce a revenue equal to that drawn from the existing duties, valued 
at 119,000 livres, and which would be less burdensome to commerce 
and to the habitants The conference was unanimous in the 
opinion that the king’s “farm” in Canada could not be established 
on any new basis. The governor, in his report to the crown, said: 
“'... the current wealth of the country must pay the charges— 
and peltries alone may be considered current wealth—since the 
immovables are of no value.’’? In 1694, the bishop of Quebec 
asked the king to increase the duties on brandy in order to create 
a fund for the support of hospitals in Canada, but His Majesty 
declined to do so.4 In an anonymous First Mémoire on the Taxes 
Which the King Wishes to Impose on Canada, written presumably 
in 1704 or 1705, the writer set down the proposition that in justice 
the colony should contribute to its own expenses and not continue 
always a burden on the royal exchequer. He then argued cleverly 
for an increase in the existing import duties, as preferable to a 
general property and faculty tax. ‘‘The word faille,” he wrote, “‘is 
the most hateful in the colony. It is capable of disaffecting the 
minds of the colonists.’’s 

In 1733, M. Beauharnois and M. Hocquart, governor and 
intendant, respectively, were informed of the king’s intention to 
levy new taxes in Canada and their advice was demanded. Al- 
ternatives were suggested: a direct tax, consisting of a éaille in 
the country districts and a poll tax in the towns of Quebec, Mon- 
treal, and Three Rivers; or a duty of 3 per cent on all commodities 

* Report Concerning Canadian Archives, 1904, Appendix K, pp. 176-77. 

*C.A., F. 6, pp. 415-16. 

3C.A., F. 7, pp. 63-“ 4. 

4 Supplément du rapport du Dr. Brymner sur les archives canadiennes, par. M. 
Edouard Richard, 1899 (Ottawa, 1901), p. 295. 


5C.A., F. 22, pp. 153 ff. The taille was a direct income tax levied in kind or in 
money. 
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imported to, or exported from, the colony. The colonial dignitaries 
admitted the desirability of the habitants contributing to the 
expenses of their own government, but warned the minister that 
any new duties would be much resented by the people of Canada. 
“It is of the utmost importance,” they wrote, “that we should be 
in a position to enforce payment of such a tax We know 
perfectly the spirit of the Canadians and it is not too prudent to 
require an addition of 600 men to the troops in order successfully 
to levy a capitation tax.’”* If the king was willing to make this 
increase in the forces, a levy of one minot of wheat, or 40 sous in 
money, for each 6 arpents of cleared land might be collected. This, 
they explained, would be equivalent to about one-fortieth of the 
product of the lands. A light poll tax might be instituted in 
the cities, much the same as that imposed in Montreal to meet 
the expenses of the city wall. Quebec could pay between 3,000 
and 4,000 livres. The population was a little larger than that of 
Montreal, but the people less well-to-do. The inhabitants of Three 
Rivers were in poverty and could not pay more than 200 or 300 
livres. The tax on beaver skins could not be re-established, at 
least until expiration in 1742 of the privilege granted to the Com- 
pany of the West Indies.? Still another proposal during this 
period was the imposition of a tax on beverages destined for the 
trading posts. 

The king professed great surprise and disappointment at the 
report that the imposition of a capitation tax on the towns and a 
levy of one-fortieth of the crops in the country would necessitate 
such an addition to the troops. He computed that maintenance 
of 600 additional men would cost about 140,000 livres a year, while 
the proposed taxes would produce only some 40,000 livres annually. 
The reinforcement of the troops to this extent was, therefore, out 
of the question. The duty of 3 per cent might be collected with 
less difficulty, but it would be hurtful to commerce and a burden 

t A writer of the period took exception to the statement in the report of the 
colonial officials and contended that such an increase in the military forces would not 
be necessary. He said in part: ‘The Canadians are naturally inclined to be inde- 
pendent, but the fear of punishment easily restrains them.” He favored the taille 
and capitation tax, rather than a duty of 3 per cent on general imports and exports 
(C.A., F. 66, pp. 163-80). 

2C.A., F. 59, pp. 72-78, 81. 3C.A., F. 66, pp. 178-79. 
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on the French trade rather than a levy on the people of Canada. 
The latter must contribute toward the expenses of the colony, and 
the governor and intendant must find means of swelling the king’s 
revenue.’ In 1743, certain additional duties on imported wines and 
liquors were ordered by the colonial officials. With the expressed 
provision that the increased revenue should be devoted to reim- 
bursing the royal treasury for funds advanced by it on account of 
construction of the fortifications of Quebec, the king in 1747 ordered 
substantial advances for three years in the duties on wines, brandy, 
and rum. Wines which were charged formerly at the rate of 9 
livres per cask were to pay 12 livres; ,the charge on brandy was 
advanced from 16 sous 8 deniers to 1 livre 4 sous per velte; while 
rum was to be charged at 24 livres per cask instead of 15 livres, as 
in the past. 

Increase in the duties on wines, brandy, and rum was followed 
by enactment of a general revenue tariff by royal edict of February, 
1748. The edict set forth that after careful examination of the 
several proposals looking to an increase in the colony’s revenue, 
none seemed more convenient and less objectionable and burden- 
some than imposition of import and export duties on merchandise 
which formerly was exempt. It was provided that wines, brandy, 
and liquors should not be subject to the said import duty of 3 per 
cent, and should continue to pay the import duties which had been 
imposed previously, with the increase on the said beverages, 
ordered by the arrét of January 23,1747. The export duty of one- 
tenth on moose hides was continued unchanged. The following 
products of Canada were exempt from duties when exported to 
France or to the French colonies: grains, flour, biseuits, peas, 
beans, Indian corn, oats, vegetables, salt beef and pork, grease, 
butter, and similar agricultural products. Merchandise used in 
connection with the fishing industry of the St. Lawrence River was 
also free from duty. With these exceptions, all imports and exports 
were to be taxed. The tariff schedule, appended to the edict, set 
forth specific duties, supposedly equivalent to 3 per cent ad valorem, 
on 305 import and 39 export items, the latter mostly furs, while a 
blanket clause provided that all goods not included in the schedule 


* Report Concerning Canadian Archives, 1904, Appendix K, p. 201; R.C.A., 1905, 
Vol. I, Part VI, p. 13. 
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should be valued at the port of entry by the commissioners of the 
domain and the merchants in consultation, or, in case of dispute, 
by the intendant of New France, and charged at the rate of 3 per 
cent.’ While the merchants of the colony recognized the necessity 
of duties at the rate of 3 per cent, they opposed the new tariff on 
the grounds that the method of collection was “rigorous” and 
“inconvenient,” and that the specific duties were at a rate much 
higher than 3 per cent ad valorem. They contended that the 
equivalents of 3 per cent had been computed on the basis of prices 
prevailing since the war, and that these prices would be much 
reduced in time of peace. They attempted to show that in many 
cases the duties ranged from 10 to 15 per cent, and, in at least 
one case, to 27} per cent.? 

Imposition of the new duties was suspended temporarily by an 
arrét of March 6, 1748, which provided that the duty of 3 per cent 
should be collected only in times of peace. It was not long, how- 
ever, before the tariff went into effect. Revenue from the duty on 
dry goods imported amounted to 80,733 livres, 18 sous, in 1757, and 
that from dry goods exported—furs almost exclusively—to 38,422 
livres, 1 sou, 5 deniers. In the same year the import duty on 
liquors produced 192,434 livres, 14 sous. It has been remarked 
that an increase for three years in the duties on wines and liquors 
was ordered in 1747. The edict of February, 1748, was ambiguous 
in its provision that wines and liquors “shall continue to be charged 
with the import duties which have been imposed heretofore, with 
the increase in the said beverages ordered by the arrét of our 
council of state of January 23,1747.” There was room for question 
whether the second edict made the increase permanent and per- 
petual, or whether such increase having been made for a specific 
object was merely recognized and continued during the remainder 
of the three years prescribed in the earlier edict. The third act of 
March, 1748, which suspended execution of the February measure, 

t Edits et ordonnances, 1, 591-605. M. Bigot, intendant, writing to the king in 
1752, stated that, as beaver skins were exempted from the export duty under the 
edict, he would impose and levy the duty of 3 per cent. “This commodity alone,” 
he added, “will give more than 20,000 livres” (C.A., F. 98, pp. 219-20). 


2C.A., F. go-g1, pp. 88-96. 
3Adam Shortt and G. A. Doughty, Documents Relating to the Constitutional 


History of Canada, 1759-1791, Ottawa, 1907, pp. 42-43. 
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carried the provision that such suspension should not extend to 
the duties on wines, brandy, and rum imposed by the 1747 arrét, 
but that the duties should continue to be paid, “‘according to the 
form and tenor”’ of that enactment. In fact, the increased duties 
were continued until the conquest in 1759, although some of the 
merchants declared that ‘‘they had always conceived this continu- 
ance of the augmented duties beyond the time appointed by the 
edict to be an illegal measure, and an oppression committed upon 
the French subjects in Canada by the intendant: and that it had 
been represented as such to the French king, or his ministers, who 
had given them hopes that it would be redressed.”* And illegal the 
continuation was adjudged to be by the Court of the King’s Bench 
after the conquest, in 1766. 

In 1750, Intendant Bigot asked permission to levy a tax of 
30 or 40 livres per annum on tavern keepers to defray the expenses 
involved in the paving and maintenance of roads, but no action was 
taken. A license tax on retailers of spirituous liquors, however, 
was the first charge imposed after the conquest. 


IV 
LOCAL TAXATION 


New France supplies but two cases of local taxation. From its 
earliest settlement, Montreal had been surrounded by a stockade 
of cedar posts, it being an accepted belief that the Indians would 
never attack any place which was inclosed.‘ Part of the wall 
required replacement annually, and in 1714 M. de Vaudreuil, 
governor of New France, and M. Bégon, intendant, received instruc- 
tions to have a stone wall constructed at the expense of the inhabit- 
ants of the town. The original intention seems to have been that 
the work should be done by corvée labor, but so distasteful was this 

* Francis Maséres, A Collection of Several Commissions and Other Public Instru- 
ments, etc., London, 1772, p. 291. 

2C.A., F. 96, pp. 28-29. 

3C.A., Q. 3, pp. 192-99. Nominally, it was an annual license fee of 26 shillings 
levied under authority given to the governor-in-council to fix fees. Its primary 
purpose was regulation of the trade. 

4 Although a deterrent to the Indians, a stockade was not an absolute assurance 
against attack. The Iroquois attacked stockaded villages in Huron County in 1648 
and 1649. : 
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to the Canadians that enforcement was impossible on account of 
the paucity of.the troops.* On the advice of the colonial officials, 
the king decided to impose a tax to cover the expenses of the stone 
wall, and by an arrét of May 5, 1716, ordered that the Seminary of 
Saint Sulpice, at Montreal, which was seignior of all the land in 
and about the town, should pay 2,000 livres annually, and that the 
other corporations and the habitants should be taxed to the amount 
of 4,000 livres per annum. Officers of the military forces, who had 
no houses in the town, alone were exempt. Distribution of the tax 
was to be made on the basis of an assessment roll drawn up by the 
judge of Montreal, his procurator, and a deputy named by the 
habitants. It must be approved by the governor and intendant of 
the colony. The basis upon which the assessment was to be made 
was not stated in the arrét, but in a letter to the minister in 1720, 
MM. de Vaudreuil and Bégon said that this tax was imposed in 
proportion to the land which the individuals possessed.’ 

Officials of the Seminary protested strongly against the levy 
of 2,000 livres, contending that they could not pay it. When the 
Sulpicians defaulted payment in 1719 and 1720, the Council 
decided to retain 1,000 livres a year for four years from the annual 
pension paid to the organization, to make up the amount of 4,000 
livres which was in arrears. Montreal was swept by fire in 1721 
and it was evident that the inhabitants were not in a position to 
pay the tax. In 1722 the king suspended the general levy for three 
years (1722-24) and reduced during the same period the tax on the 
Seminary of Saint Sulpice from 2,000 to 1,000 livres a year. It was 
found impossible to re-establish the impost on its former basis until 
1730, it being alleged that on account of the many changes since 
the conflagration the assessment rolls were not ready. In 1730, in 
accordance with a petition of the inhabitants that arrears be 
remitted, MM. Beauharnois and Hocquart ordered that the annual 
levy should not be increased on account of the years during which 
collection of the tax had been in abeyance. The colonial officials 
had their hands full enforcing payment even of the normal levy, and 


*C.A., F. 36, pp. 214, 224-25. 

2 Edits et ordonnances, 1, 355-56; C.A., F. 42, pp. 48-49. Writing in 1746, Sr. 
Cugnet considers a proposal to levy a tax on houses in Quebec, “like that which was 
imposed in Montreal for the wall of that town” (C.A., F. 86, pp. 121-22). 
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the intendant, writing to the minister in 1731, said: ‘‘ The collection 
of 4,000 livres has been nearly completed, but I can assure you, My 
Lord, that it has not been an easy task.” But the king insisted 
that 1,000 livres per annum be added to the general levy to make 
up for arrears." 

The second case of local taxation in New France was a levy on 
the people of Quebec for the support of the military barracks. 
Formerly the garrison was billeted on the residents of the town. 
The barracks were constructed at the expense of the king, but in 
1750 the French minister, in a letter to the governor and intendant 
of the colony, instructed these officials to levy 13,491 livres, 3 sous, 
9 deniers upon the inhabitants of Quebec in order to repay the 
expenses advanced from the royal funds for support of the barracks 
in 1749. Imposition of the tax did not follow the regular channels, 
and the inhabitants of the town were in arms immediately. They 
petitioned the governor and intendant for suspension of the tax on 
the ground that taxes might be imposed “only in virtue of an arrét 
of the Royal Council of State and of a declaration of the king 
registered in the Superior Council of Quebec.’ This was followed 


by a second petition in which the inhabitartts not only represented 


that the tax had not legally been imposed, but also protested that 
it was more than they should be asked to pay and more than they 
could pay. The minister explained the irregularity in imposition 
of the charge by stating that he did not wish to have the tax firmly 
established by an arrét at a fixed amount until he was in a position 
to know how much the expenses of maintaining the barracks would 
be. The colonial officials had suggested that the tax be levied on 
all the people under the government of Quebec, but the minister 
refused to allow this, on the ground that the residents of the town 
were discharged from the lodging of the troops and consequently 
that they should pay the cost of maintaining the barracks. By an 
arrét of June 1, 1753, the amount of the annual tax was set at 
13,351 livres, distribution to be made on the basis of assessment 
rolls, prepared annually by the officers of justice and a deputy repre- 
senting the habitants, and confirmed by the governor and intendant. 
General Murray, in his report to the home government on the state 
of the government of Quebec, in 1762, remarked that the tax “was 
*C.A., F. 54, p. 113; F. 60, p. 20. ?C.A., F. 202, pp. 8-9. 
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laid on every House within the City and Suburbs of Quebec for 
repairing the Barracks and keeping the same in order.” 

The king’s corvée may properly be included under the caption 
of taxation, although it was not free from the idea of a duty to the 
seignior paramount. This charge and obligation had been trans- 
planted, along with the seigniorial system, from Old France, but 
it was ever distasteful to the Canadian Aabitant and fell more and 
more into disrepute in the latter days of the old régime. Each 
habitant was required to give a certain number of days’ labor, usually 
proportioned to his land holdings, in connection with construction 
or maintenance of roads, bridges, or fortifications. The work was 
ordered by an ordinance of the intendant and was performed under 
direction of a public officer known as the grand voyer, or overseer- 
in-chief. The obligation might be commuted by payment of a 
small sum of money. Excavation work for the fortifications of 
Quebec was done by corvée labor, each habitant under jurisdiction 
of the government of Quebec being required to give eight or ten 
days’ labor when he was fed at the expense of the king, and four 
or five days when he provided for himself.” 

The French crown reserved to itself the exclusive right to impose 
taxes upon the colony. The royal orders were registered by the 
Council at Quebec, proclaimed and executed under direction of the 
colonial officials. The intendant of justice, police, and finance was 
little more than a judge. He had jurisdiction over all matters 
affecting collection of taxes and was responsible to the king alone.’ 
His rulings were subject to repeal or modification at any time by 
the king, who held supreme judicial as well as supreme legislative 
authority. Jurisdiction of the intendant was not infrequently tres- 
passed upon by the governor. Indeed, the usurpation, real or pre- 
tended, of the intendant’s authority was a prolific source of jealousy 
and petty, but bitter, wrangling. The king’s orders were unam- 

* Documents Relating to the Constitutional History of Canada, 1759-1791, loc. cit., 
p. 43. The General added: “It is pretty remarkable that notwithstanding the tax 


was levied from the year 1749 inclusive, the king’s Edict ordering the same to be 
raised is dated only in June, 1753.” 

2C.A., F. 36, pp. 224-25. 

3 In the words of a writer of the period, “L’intendant a seul l’administration des 
finances dont il est souverain ordonnateur en toutes matiéres, sans prendre l’avis de 
personne” (C.A., F. 33, p. 388). 
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biguous: “He [i.e. the governor] should not meddle with the funds.” 
“T wish you to observe,” wrote the king to Governor de la Barre 
in 1684, ‘‘that in most matters concerning the [revenue] ‘farmers’ 
you have exceeded your power as governor in issuing ordinances 
on questions pertaining to the collection of duties claimed by the 
‘farmers.’ That is precisely the function of the intendant.’” 

Taxation in New France was imposed solely for purposes of 
revenue. Considerations of regulation or control rarely entered. 
The almost entire lack of such considerations under the French 
régime stands out in striking contrast to post-conquest taxation. 
On only one occasion, indeed, is there found any suggestion of using 
taxation as a conscious means of directing the energies and curbing 
the interests of the habitants. This was when the French king, 
believing that there was an excess of horses in the colony and a 
deficiency of cattle, proposed to the colonial officials that they 
should levy a tax of one minot of wheat for each horse. When the 
difficulties in the way of such a tax were arrayed before the king 
and doubt cast on its effectiveness to secure the desired end, 
namely, an increase in the number of horned cattle, the project was 
abandoned. It was more than a coincidence that the same sugges- 
tion was offered by General Murray in his report of June 5, 1762.? 

The taxes of New France were imposed in consequence of 
definite and specific financial exigencies. Their nature and amount 
were determined, on the positive side, by such exigencies; on the 
negative, by such limiting and restrictive factors as the economic 
condition of the colonists, the primitive system of industry, the 
independent spirit of the people, and their opposition to taxation. 
It was an institutional adaptation to a definite, concrete situation. 
Men do not gather “grapes of thorns, or figs of thistles”; neither 
do they find a highly developed system of taxation in a new-world 
society, typified by the redskin trader and warrior or that pic- 
turesque character, the coureur-de-bois. 


S. Roy WEAVER 
TORONTO, ONTARIO 


'C.A., F. 8, p. 239; F. 6, p. 415. 
2 C.A., F. 54, p. 53; F. 57, p. 34; Documents Relating to the Constitutional History 
of Canada, 1759-1791, loc. cit., p. 50. 





TENDENCIES IN ECONOMIC LEGISLATION IN 
WISCONSIN 


Discovery of new economic or social principles plays a part in 
changing conditions less important than the change of emphasis 
on principles already recognized. Opening up of new regions, the 
change of a commonwealth from dependence on agriculture to 
dependence on industry, new resources for developing power, 
new streams of immigration, and similar influences may change 
the relative importance of principles already working in the body 
politic, but they seldom introduce elements of genuine newness. 
Though the discussion in the press and in campaigns carries the 
contrary impression, this is true of the so-called progressive legis- 
lation in Wisconsin. There is in it little that isnew. It represents 
rather an adaptation of principles with which experiments have been 
made elsewhere. New conditions—economic, social, and political 
—have come, and to them have been applied, with the modifications 
demanded by the case, the expedients already tried out in similar 
though simpler conditions. 

Not only is there little that is absolutely new in this legis- 
lation, but there has been included in it no logical development. 
There is no well-worked-out plan to which the state’s leaders in 
political affairs in the last fifteen years have committed themselves. 
The steps taken have been opportunistic. Specific abuses have been 
met by the best remedies at hand at the moment, and when these 
remedies proved inadequate to accomplish the end sought amend- 
ments have been passed or entirely new measures have been adopted. 
From this point of view there have been no “tendencies” in Wis- 
consin economic legislation—at least none which those behind 
specific measures could have clearly pointed out as coming in the 
future. Looking back at the measures passed, we can see that their 
development has taken a certain direction: the successful use of a 
certain legislative expedient to produce a certain economic result 
has led to its use under other conditions for other purposes. But 
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this does not mean that there was any well-worked-out plan or 
philosophy of government in the minds of those who supported 


the bills. 
I. CENTRALIZATION OF ADMINISTRATION 


Within the organization of the state government itself the most 
marked tendency in economic legislation has been to unify the 
administration of the laws under a few ‘‘commissions,” the more 
important of which are the Railroad Commission, the Tax Commis- 
sion, the Industrial Commission, and the Dairy and Food Com- 
mission. With the exception of the last, these are all small bodies 
and the commissioners devote their entire time to their official 
duties. Putting all allied branches of work under a single super- 
vision has recommended itself because of the greater expertness 
acquired by those who handle the work, the easier elimination of 
duplication of work, and the greater likelihood of uniform enforce- 
ment of law; because the policy to be executed will be uniformly 
understood and less opportunity will be presented for abuses to occur 
because of uncertainty as to the jurisdiction under which the work 
should fall." 


*The extent to which this tendency to unify the administration of economic 
legislation has developed is indicated by the appended lists of duties successively 
placed upon the commissions. It is brought out by comparing the development of 
the Railroad and Tax commissions with that of the Industrial Commission. The 
advisability of centralizing control was recognized in the latter case at the time of the 
creation of the Commission. 

LAWS ILLUSTRATING CENTRALIZATION OF SUPERVISION OF TAXATION 

Chap. 340, laws of 1897, creating a temporary tax commission; expired by limi- 
tation December 31, 1898. 

Chap. 111, laws of 1899, relating to the taxation of express companies. Sections 
1222-51-6 of the statutes. 

Chap. 112, laws of 1899, relating to the taxation of sleeping-car companies. Sec- 
tions 1222b to 1222be. 

Chap. 113, laws of 1899, relating to the taxation of freight line companies. Sec- 
tions 1222-61-s. 

Chap. 114, laws of 1899, relating to the taxation of equipment companies. Sec- 
tions 1222-71-5. 

The four acts last above mentioned were all amended by chap. 477, laws of 1905, 
sections 1222-81-6. 

Chap. 206, laws of 1899, created the offices of commissioner of taxation and first 
and second assistant commissioners of taxation; superseded by chap. 380, laws of 1905, 
creating present Tax Commission, sections 1087-31-43. 

Chap. 445, laws of 1901, amended by chap. 316, laws of 1903, and chap. 523, laws 
of 1905, providing for the appointment of county supervisors of assessment and 
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Placing the administration of laws affecting the general interests 
of the people under the administration of small groups of men 
expert in their particular fields and holding office for long terms, 
practically on good behavior, has not led to overlooking the fact 
that many laws are best enforced by local officers and that the 
standard of action in local affairs had best be set down by the local 
legislative bodies. The State Board of Health, for example, though 


placing such officers under the supervision of the Tax Commission. Sections 7722 to 
772j- 

Chaps. 44 and 249, laws of 1903, amended by chap. 96, laws of 1905; chaps. 38 
and 504, 1909; chaps. 450 and 530, 1911, chaps. 627, 643, and 763, 1913, relating to 
taxation of inheritances, bequests, legacies, devises, and successions in certain cases. 
Sections 1087-1 to 1087-24 inclusive. 

Chap. 315, laws of 1903, amended by chap. 216, laws of 1905, relating to the 
assessment and taxation of railroads by the Tax Commission. Sections 1212 to 
1215-30. 

Chap. 259, laws of 1905, amended by chap. 263, laws of 1911, authorizing the 
Commission to order reassessments in certain cases. Sections 1087-44 to 1087-57. 

Chap. 474, laws of 1905, authorizing the Tax Commission to review equalizations 
made by county boards. Sections 1077@ to 1077/. 

Chap. 493, laws of 1905, providing for the taxation of street railway companies 
by the Tax Commission. Sections 1222-1 to 1222-32. 

Chap. 494, laws of 1905, providing for the taxation of telegraph companies by the 
Tax Commission. Sections 1216 to 1218-29. 

Chap. 380, laws of 1905, creating a permanent Tax Commission and defining its 
powers and duties. Added powers chaps. 221, 763, 769, 772, laws of 1913. Sections 
1087-31 to 1087-42. 

Chap. 522, laws of 1907, providing for the collection of statistics of sales and the 
assessed values of lands included therein by the Tax Commission and furnishing an 
abstract thereof to county clerks. Sections 1007 to 1009. 

Chap. 53, laws of 1909, making the Tax Commission a state board of assessment to 
assess the general property of the state for state and county taxes. Superseded by 
permanent Tax Commission. Section 1087-41m. 

Joint resolution No. 16, laws of 1909, directing the Tax Commission to compile 
statistics of income and expenditures of the state and its towns, cities, villages, and 
counties, and publish the same. 

Chap. 262, laws of 1911, requiring the Tax Commission to prepare and furnish 
forms to town, city, and village officers for the purpose of taxation. Sections 10042, 
1005, 1009, 1032, 1067, 1068. 

Chap. 523, laws of 1911, amending subdivisions 5 and 12 of section 1087-39 of the 
statutes relating to public accounts and authorizing the Tax Commission to prescribe a 
uniform system of accounting and audit the accounts of towns, villages, cities, and 
counties and instal such system. Section 1087-39, pp. 5 and 12. 

Chap. 658, laws of 1911, providing for the taxation of incomes and vesting the 


> 
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it has wide supervisory power, acts in normal circumstances only 
through the local boards, which have power to make local rules to 
fit the varying needs of their communities. 

Cities have been granted greater measure of autonomy. The 
constitution prohibits “any special or private laws . . . . for incor- 


administration thereof in the Tax Commission. Sections 1087m-1 to 1087m-30. 
Amended by chaps. 615 and 720, laws of 1913. 

LAWS ILLUSTRATING CENTRALIZATION OF SUPERVISION OF PUBLIC HEALTH 

Wisconsin Statutes 1898, Secs. 1404-5 to 1421. Board of Health, how constituted; 
and powers in general. 

Also secs. 925-107 ff., powers in-cities under general charter law; secs. 4608 ff. 
Sale of unhealthful foods and drugs. 

Laws of Wisconsin, 1901, chap. 225, concerning inspection of schoolhouses. 

Laws of Wisconsin, 1903, chap. 191, quarantine of barber shops. 

Laws of Wisconsin, 1903, chap. 161, maternity homes. 

Laws of Wisconsin, 1903, chap. 230, concerning regulation of bakeries. 

Laws of Wisconsin, 1903, chap. 215, contagious diseases among animals. 

Laws of Wisconsin, 1903, chap. 152, contagious hospitals. 

Laws of Wisconsin, 1903, chap. 369, slaughterhouses. : 

Laws of Wisconsin, 1903, chap. 152, concerning hospital sites in cities of first and 
second class. 

Laws of Wisconsin, 1905, chap. 361, as amended by chap. 442, laws of 1909. 
State Tuberculosis Sanitarium. 

Laws of Wisconsin, 1905, chap. 433, enlargement of general authority, powers 
over installation of water systems: 

Laws of Wisconsin, 1905, chap. 420, concerning embalming. 

Laws of Wisconsin, 1907, chap. 140, organization of local boards; contagious 
diseases: diphtheria antitoxin, regulations concerning. 

Laws of Wisconsin, 1907, chap. 469, as amended by chap. 188 of laws of 1909, 
concerning registration of vital statistics. 

Laws of Wisconsin 1909, chap. 279, quarantine powers. 

Laws of Wisconsin, 1909, chap. 14, relating to purity of milk and cream; chap. 
215, concerning unclean milk; chap. 44, concerning sanitation in bakeries. 

Laws of Wisconsin, 1911, chap. 636, concerning marriages, births, and deaths. 

LAWS ILLUSTRATING CENTRALIZATION OF SUPERVISION OF PUBLIC UTILITIES 

Wisconsin statutes 1898, sec. 128 and sec. 1794. Office of Railroad Commissioner 
provided. He was made elective by the people; his duties were to inquire into any 
neglect or violation of the laws of the state by any railroad, and call attention of 
Attorney-general to same for prosecution. 

Laws of Wisconsin, 1905, chap. 362. This office is abolished and all its powers 
conferred upon a new Railroad Commission. This is the first law passed to regulate 
directly railroads and other common carriers, including express companies. 

Laws of Wisconsin, 1907, chap. 582. Jurisdiction as defined in chap. 362, 1905, 
extended to include street and interurban railways, and telegraph companies. 

Laws of Wisconsin, 1907, chap. 499. “Public utility’ extended to include all 
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porating any city, town, or village or to amend the charter thereof,” 
but what were special laws have been in fact passed, especially for 
the larger cities, by the familiar device of classification. Occasion- 
ally what were in fact demands for local legislation have been 
satisfied by acts to be enforced in the municipalities which adopted 
them by popular vote. A more straightforward recognition that in 
local affairs special legislation is needed and that the legislature 
is not the body which should properly be charged with passing 
it is found in the laws permitting cities to adopt the commission 
form of government? and in the measures providii:g for home rule. 
In 1gt1 an act was passed allowing cities to adopt home-rule 


private and publicly owned telephone companies and those furnishing heat, light, or 
power, either directly or indirectly, to or for the public. 

Laws of Wisconsin, 1907, chap. 578. All street railways given indeterminate 
permits; with power of the municipal corporation to buy them, subject to terms set 
by the Railroad Commission. 

Laws of Wisconsin, 1911, chap. 160. No change to be made in freight rates until 
same is approved by the Railroad Commission. 

Laws of Wisconsin, 1911, chap. 48. Toll bridges wholly within the state placed 
under the operation of the public utility law. 

Laws of Wisconsin, 1911, chap. 593. All public service corporations regulated 
in their issue of stocks and bonds by Railroad Commission. 

Laws of Wisconsin, 1911, chap. 652, regulating use of water powers. Declared 
unconstitutional in 148 Wis. 124. 

Laws of Wisconsin, 1913, chap. 755. New water power bill, placing all 
water powers under control of Railroad Commission, and giving power to municipal 
corporations to buy those having indeterminate franchises in 30 years. All franchises 
hereafter given corporations operating water powers are indeterminate. 


CENTRALIZATION OF ADMINISTRATION UNDER THE INDUSTRIAL COMMISSION 


Centralization of administration under the Industrial Commission was secured 
for a number of allied bodies of statutes by the passage of chap. 485, laws of 1911. 
The Industrial Commission took over the functions of the Industrial Accident Board, 
Commissioner of Labor, and the Bureau of Labor and Industrial Statistics. 

In the Same session they are given control over working-men’s compensation, 
(chap. 50, laws of 1911, and amended and extended in chap. 599, laws of 1913). 

Laws of Wisconsin, 1913, chap. 584. Industrial Commission given power to 
enforce child labor laws. In chaps. 663 and 462 it is given extensive control over all 
employment offices, and in chap. 185 is given power to investigate old-age pensions. 

Laws of Wisconsin, 1913, chap. 712. Industrial commission made a wage board, 
and given power to enforce minimum-wage law for women and minors. 


t Article IV, sec. 31, part 9. 
2 Chap. 448, 1909, amended by chap. 663, 1911. 
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charters. There was, in the minds of some, doubt as to the con- 
stitutionality of the measure;' and the same legislature passed a 
joint resolution to amend the constitution so as to give the legis- 
lature the power to establish municipal home rule. The next 
legislature passed the resolution again and the people are to vote 
on its adoption in November, 1914. By this combination policy 
of delegating powers over different classes of economic affairs to 
commissioners with state-wide powers or to the localities, the 
attempt has been made to put the control in the hands of those best 
acquainted with the facts and best able in each case to enforce the 
rule established. » 


2. INCREASE OF ADMINISTRATIVE CONTROL 


Another marked tendency in the economic legislation of the 
state is the increase of administrative control by the grant of wide 
power to supplement the letter of the law by orders carrying out 
its intent. 

Economic and social conditions in modern states tend to 
become increasingly various as industries become more complex. 
To control them by detailed provisions of the act becomes in such 


cases difficult, if not impos: ble. The draftsman cannot know all 
the varying conditions which must be met; and even if a law fits 
the conditions prevailing at its passage their rapid shifting may soon 
make the act a restraint on legitimate business activity or a license 
to do that not intended to be allowed by the legislature. To 
avoid this difficulty many important statutes now avoid the speci- 
fication of details. A general intent is stated, and the power is 
granted to the administrative officers to supplement the act by 
administrative orders which may be varied at different times and 
may apply only to certain localities or industries. The advantages 
are illustrated in some of the most important Wisconsin laws affect- 
ing economic conditions. 

Thus the Industrial Commission is empowered to prescribe 
safety devices and any other methods of protection needed in 


* This belief was declared correct in the case State ex rel. Mueller v. Thompson, 
Wis. Rep. 149 (1912), p. 488, arising under the law above cited. 


2 Joint Resolution No. 73, 1911. 
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industries to render the conditions of labor of employees “safe and 
to protect their welfare.”* Its other wide powers are exercised 
under a similar freedom. The power of inspection and control by 
orders includes* the enforcement, “so far as not otherwise provided 
in the statutes, of the laws relating to child labor, laundries, stores, 
employment of females, licensed occupations, school attendance, 
bakerie’;~employment offices, intelligence offices and bureaus, 
means of egress from buildings, scaffolds, hoists, ladders, ... . 
the erection, repair, alteration, or painting of buildings and struc- 
tures, and all other laws protecting the life, health, safety, and 
welfare of employees in employments and places of employment 
and frequenters of places ef employment” and “public buildings.” 

The orders are to be as nearly uniform as possible, but where 
necessary to carry out the purposes of the law the commission 
may establish “reasonable classifications of persons, employ- 
ments, places of employment, and public buildings.’’* The investi- 
gation upon which the orders are based can be made upon the 
initiative of the Commission or upon complaint of any citizen.s 
Violations of orders are punished by a fine of from ten to one 
hundred dollars for each day the law is not observed.° 

The Railroad Commission and the State Board of Health have 
similar powers in the laws under their administration. The former 
has power to fix by order, when it finds the existing conditions 
unreasonable, new standards for “rates, fares, charges, or classi- 
fications . . . . or any regulation or practice whatsoever affecting 
the transportation of persons or property.’”’ In 1907* a similar 
control was created over all plants publicly or privately owned which 
engaged in the “conveyance of telephone messages or . . . . the 
production, transmission, delivery, or furnishing of heat, light, 
water, or power . . . . to or for the public,” and over any com- 


t Wisconsin Statutes, 1913, sec. 2394-52, par. 3. 
2 Ibid., 1913, Secs. 2394-50, 2394-51, and 2494-52. 

3 Ibid., 1913, S€C. 2394-52, pars. 2 and 5. 

4 Ibid., 1913, sec. 2394-52, par. 6. 

5 Ibid., 1913, S€C. 2394-53. 

6 Ibid., 1913, secs. 2394-60 and 2394-70. 

7 Ibid., 1913, sec. 1797-12. 8 Laws of Wisconsin, 1907, chap. 499. 
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pany which controls a toll bridge wholly within the state." Public 
utilities are to maintain “reasonably adequate service and facilities”’ 
and the Commission is to see that the rates and fares charged are 
“reasonable and just.’” 

Just as the Industrial Commission requires that business be 
carried on under conditions which are “safe” and as the Railroad 
Commission requires that charges and service be “reasonable,” 
so the State Board of Health has power to adopt rules to insure that 
the conditions of life be “healthful.” They can require by rule 
that sanitary conditions be kept, can establish quarantine or take 
other measures to stop the spread of disease, even, when necessary, 
forbidding public gatherings, closing churches and schools. Ail 
orders of the Board are “‘ prima facie reasonable and lawful until they 
are found otherwise in an action brought for that purpose or until 
altered or revoked by the State Board of Health.”’ Whenever 
any person or corporation, public or private, pollutes the water 
supply by discharge of sewage or other wastes, the Board after 
investigation can, with the approval of the Governor, order improve- 
ments installed.4 The law forbids the installation of any water or 
sewage system by a city until the plans are approved by order of 
the State Board of Health.’ 

General orders issued by the Industrial Commission® and the 
State Board of Health’ under this ordinance are required to be 
published in the official state papers. Orders issued by the 
Railroad Commission are served on parties interested and are 
furnished to all who apply. Local orders of the State Board of 
Health or local Board of Health are published in the newspapers of 
the locality affected? or posted on the premises or in the community 
where the order takes effect.” Special rules are served on the inter- 
ested parties. The wide range of power granted these adminis- 
trative commissions has been frequently commented upon. Not 

? Wisconsin Statutes, 1913, sec. 1797m-1. 

2 Ibid., 1913, sec. 1797m-2 and 3. 

3 Ibid., 1913, secs. 1407-5 and 6. 

4 Ibid., 1913, secs. 1407m-1 and 2. 

5 Ibid., 1913, sec. 1407. 8 Ibid., 1913, sec. 1797M-19. 

6 Tbid., 1913, sec. 2394-56. 9 Ibid., 1913, Sec. 1413. 

7 Ibid., 1899, sec. 1408. 10 Tbid., 1913, sec. 1416-10. 
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only do they exercise important functions through their power to 
prescribe orders, but the special acts which the legislature adopts 
to determine policy in their various jurisdictions are uniformly 
put under their administration. Jurisdiction is thus gradually 
widened beyond what appears to be the case from the face of the 
main acts granting them authority. 


3. SPECIAL PROSECUTING MACHINERY 


An element which has contributed much to the effectiveness 
of the Wisconsin economic legislation is the use made of special 
prosecuting machinery to carry out rules which would not be 
effectively enforced if left to the local district attorneys. This 
development shows two branches: 

1. The creation of special prosecuting authorities for certain 
sorts of laws has been found advisable in many states, especially 
where local public opinion is likely to be opposed to the enforcement 
of the law. In Wisconsin this expedient is included in some laws 
for this reason and in others because suits can thus be carried on 
with greater efficiency or because thus only can uniformity of 
enforcement be secured. By the Industrial Commission Law, the 
district attorneys of the counties prosecute, under the supervision 
of the Commission, all necessary actions for the enforcement of 
the law; and upon the request of the Commission the Attorney- 
general is to assist." Special prosecutors are also provided to be 
chosen by the Commission.2 The Railroad Commission may 
“employ special counsel in any proceeding... . or trial,” 
whenever they consider it needed in addition to the co operation 
given by the Attorney-general and district attorneys. 

2. More important in its economic effect is the increasing appli- 
cation of the idea that the constitutionality of much of our legis- 
lation should be passed upon only after an investigation of economic 
conditions. As the laws administered by the commissions have 
increased in scope, the administrative commissions have been 
called upon to act as preliminary reviewing authorities to pass 


t Wisconsin Statutes, 1913, sec. 2394-66., sub-sec. 2. 
2 [bid., 1913, sec. 2394-66, sub-sec. r. 
3 Ibid., 1913, sec. 1797m-102. 
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on cases arising under their own orders. When the legality of 
any order is questioned the issue is first tried before the Com- 
mission itself, which, on the facts presented, may sustain, modify, 
or annul its action. If the complainant is still unsatisfied he may 
then appeal for a court trial. There, however, only the informa- 
tion presented at the hearing before the Commission may be 
offered. If new evidence is offered the case is sent back to the 
Commission to be considered in the light of the additional facts. 
The court therefore passes on the case only after the real clash of 
opinion has first occurred before the Commission. The complain- 
ant is not allowed to present only a part of his contention before 
the Commission in a dummy case and then introduce additional 
evidence when the case comes before the court for review. This 
way of making the first hearing as to legality occur before a board 
familiar with the economic facts on which the case rests was first 
used in important legislation in Wisconsin in connection with the 
Railroad Commission. It has since been extended to cases involv- 
ing public utilities generally’ and to the orders issued by the Indus- 
trial Commission? and the State Board of Health. 

The complaints against service, rates, fares, conditions of work, 
or sanitation made to the commissions may originate with the com- 
missions, witli local authorities, or with private individuals. The 
expense of the hearings or suits which follow is a public charge. 
Unless this were so, the law would often go unenforced, since the 
wrong done in the individual case is usually inconsiderable and 
private persons would seldom prosecute. 

To allow the commissions to have the advantage of the economic 
data upon which their orders are based it is provided that the suits 
which may follow hearings in which orders of the commissions are 
sustained are to be held in the Circuit Court of Dane County, the 
county in which the Capitol and therefore the offices of the com- 
missions are located. In addition the facilities of the Attorney- 
general’s office are thus made easily available in carrying on the 
cases. 

* Wisconsin Statutes, 1913, secs. 1797m-82 to 1797m-86. 

2 Tbid., 1913, sec. 2394-59 (1911). 

3 Ibid., 1913, sec. 1408m-10 (1913). 
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Though the provisions as to suit included in these laws do not 
appear at first sight economic in character they have an unmistak- 
able bearing upon the actual enforcement of the provisions of the 
laws which aim at controlling economic conditions. The prose- 
cutions undertaken at the instance of boards which are state-wide 
in power represent the carrying-out of a policy uniform in all parts 
of the commonwealth; the suits are carried through with prompt- 
ness; and the acts receive a thoroughness of enforcement which 
would be unapproached if reliance were upon the diligence of local 
prosecutors and upon the complaints of individuals aggrieved. 
Most important, the information collected by the Commission 
covering a wide field of economic facts makes possible a demonstra- 
tion of the need of the order, and of its conformity with the require- 
ments vf the constitution, which would otherwise be lacking. 
Indeed, it is not too much to say that without the special expedients 
for prosecution provided, the economic effect of this sort of legis- 
lation would in many cases sink to the vanishing-point. 


4. A LEGAL STANDARD 


Marked advance has been made in the laws which set up a 
standard which will be considered legal, and which require observ- 
ance of the standard by frequent inspection and penalty if the rule 
is not obeyed. These acts seek to stop the evil “at the source” 
instead of waiting until its consequences have been passed on to 
individuals or the community, when the economic loss would be 
greater and, so far as the persons affected are concerned, generally 
irretrievable. This ‘ounce of prevention” policy is back of many 
acts and of a large number of the orders issued by the commissions. 
Among the acts in which this tendency appears are the detailed 
laws administered by the Dairy and Food Commission, which 
establish standard measures in which alone various foodstuffs 
may be offered for sale, such as milk bottles, flour barrels, peach 
crates; standards of quality for cotton duck, canvas, paints and 
oils, and a comprehensive standard scale for drugs, dairy products, 
and other foods. The standards are maintained through a staff of 
chemists who test samples collected by inspectors who visit the 
places in which the various products are manufactured or sold. 
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A similar preventive purpose is served by the inspections carried 
out under the authority of the Industrial Commission to insure 
that the conditions of employment do not involve dangers to the 
employees’ health, and also by the inspections carried on by local 
and state health officers to protect the health of the community at 
large. 

5. UNDUCEMENTS OFFERED BY STATUTE 

Another class of laws provides special advantages for those 
who follow a certain course of action, or discriminations against 
those who do not. Some laws grant money subventions to the 
local units of government on condition that they raise the stand- 
ards of service or undertake new branches of public work. The 
use of the subsidy to set off one community against another has long 
been an expedient used to encourage greater appropriations by local 
authorities for education in the common schools. It is now being 
used in a variety of ways to induce changes of a more distinctly 
economic sort. Allied to the former use is that by which special 
aid is now given to schools which establish teaching in domestic 
science, manual training, and industrial education, or to those which 
maintain continuation schools.‘ The same expedient is used with 
success in promoting better transportation facilities. A beginning 
was made in granting state aid in the building of bridges over the 
Wisconsin River, the townships and counties bearing a part of the 
expense but the state encouraging the undertaking of the improve- 
ment by contributing not to exceed one-fifth of the total cost.? 
In 1913 the same expedient was adopted in a comprehensive statute 
for encouraging the expenditure of money by the localities for the 
betterment of the highways.’ 

From one point of view these subsidy acts amount to the crea- 
tion of indirect discriminations by the law against those who do 
not follow a certain standard of conduct. Other acts create differ- 
entiations of a more direct character. The most marked of these 
laws which aim to better conditions by discriminating against those 
who do not adopt the standard of conduct which the act favors is 


? Wisconsin Statutes, 1913, secs. 496c, 553p-0. 
2 Ibid., 1913, sec. 13214. 
3 I[bid., 1913, secs. 1317m to 1317m-16. 
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the Workmen’s Compensation Act. This act modified the common- 
law standards of the liability borne by the employer so as in 
fact to increase his burdens. It then allowed him to escape the 
consequences if he “‘elected” to come under the provisions of the 
compensation act. It is needless to say that the act was only 
pseudo-elective, the intent being to make one of the alternatives 
offered manifestly unwelcome. The act as originally passed 
declared that in actions to recover damages for a personal injury 
to an employee it should not be a defense that the employee had 
assumed the risk of the employment or that the injury or death was 
caused “‘in whole or in part by the want of ordinary care of a fellow- 
servant.’* If the employer elected to come under the compensa- 
tion law his liability was limited by the duration and extent of the 
disability caused, with a definite maximum based on the wages which 
the employee was receiving. In 1913 the discrimination against 
those not under the compensation law was pressed still farther by 
providing that the employer could not escape liability, even where 
the employee was guilty of contributory negligence, providing the 
negligence was not wilful.2 The amount of damages to be allowed 
for various injuries was detailed by schedule and the presumption of 
election to come under the law was changed, every employer being 
presumed to be under its provisions unless before September 1, 1913, 
he declared his intention not to be. 


6. TAX EQUALIZATIONS 


The desire to remove discriminations and equalize burdens as 
between different classes of property, different persons, and different 
communities is prominent in the legislation under the taxing power. 
The important recent developments in this field all involve a 
recognition that the general property tax system is inadequate to 
stop de facto discriminations between certain classes of property 
and that the collection of certain taxes ought not be left to the 
local authorities. The chief changes in the taxing system are (1) 
the adoption of the physical value of public utilities as the basis for 


* Laws of Wisconsin, 1911, chap. 50. 


2 Ibid., 1913, chap. 599, sec. 2394-1, par. 3. 
3 Ibid., 1913, chap. 599, sec. 2394-4. 
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taxing them, (2) the adoption of a state income tax and the practical 
abandonment of the personal-property tax, (3) the adoption of 
an inheritance tax, and (4) the extension of state supervision and 
control over all processes of taxation. 

1. The general property tax as the basis of public revenue was 
introduced in Wisconsin when it formed a part of the territory of 
Michigan, and remained the basis on which the tax laws rested till 
the beginning of the present century. The only important excep- 
tions were found in special acts applying to public-service corpora- 
tions. These were generally license taxes upon the gross income and 
payable directly to the state. They were applied to railroad com- 
panies and later to other public-service companies.’ Acting on the 
recommendation of a temporary tax commission in 1899, the 
legislature passed a law for assessment and taxation of express, 
sleeping-car, freight line, and equipment companies on the value 
of their property in the state.” 

In 1903 the assessment of all railway property was put upon the 
ad valorem basis for taxation’ at the average rate of the general 
property of the state. The valuation was made in 1903 and stood 
as the assessment of 1904. This method of railroad taxation has 
been followed uniformly since that date. In 1905 the same system 
was extended to the street railway and telegraph companies and in 
1911 to gas, electric light, water, power, and heat companies.‘ 

2. The failure of the general property tax to reach effectively 
certain classes of property, especially certain sorts of personal 
property, was the cause of the present experiment of Wisconsin in 
income taxation. The returns sent in by the local assessors showed 
disregard of law and great undervaluation. The legislature, in 
passing the income tax,’ avowedly made it a partial substitute for 
the personal-property tax by exempting certain classes of property 
from taxation, including money and credits of all kinds, stocks and 


* Report of the Wisconsin Tax Commission, 1912, p. 1. 

2 Laws of Wisconsin, 1899, chap. 111, express companies; chap. 112, sleeping- 
car companies; chap. 113, freight line companies; chap. 114, equipment companies. 

3 Laws of Wisconsin, 1903, chap. 315. 

4 See discussion of this law, Report of Wisconsin Tax Commission, 1912, pp. 4-5. 

5 Report of Wisconsin Tax Commission, 1912, pp. 24 ff. 
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bonds, household goods, and farm machinery. There is indeed a 
movement in favor of still further extending the exemptions of per- 
sonal property, possibly of exempting it from taxation altogether. 

The important features of the Wisconsin income tax are: (a) It 
is not an additional tax but a partial substitute for the personal- 
property tax. Moreover the tax paid on any personal property 
is subtracted from that payable under the income-tax law. (6) It 
is confined to the income from property located and business trans- 
acted within the state. (c) The income from the tax is distributed, 
70 per cent to the town, city, or village in which it is collected, 20 
per cent to the county, and only 10 per cent to the state. The state 
bears practically all the expense of administration of the law. This 
distribution illustrates the tendency noticed elsewhere to adopt 
state supervision for the doing of work which cannot be done 
effectively if it is left to local authorities. (d) The rate of the tax 
is graduated according to the amount of the income. An exemption 
is allowed of $800 for unmarried persons, $1,200 for man and wife, 
and $200 for each dependent child. On personal income the 
tax starts at 1 per cent on the first thousand dollars not ex- 
empt and rises to 6 per cent. The income tax on corporations 
is determined by the relations between the taxable income and 
the assessed value of the property used in obtaining it. Here too 
it rises to a maximum of 6 per cent. (e) The principle of “collec- 
tion at the source” has been extensively applied. Thus the 
corporation pays on its total profits, and the dividend of the indi- 
vidual stockholder is not taxed. (f) The administration of the law 
is centralized under the Tax Commission and not left to local 
officials." 

3. Inheritance taxes in force in Wisconsin date from 1903, but 
have been modified at each subsequent session of the legislature.’ 
As with the income tax later adopted, the motive in establishing 


Summarized from Report of Wisconsin Tax Commission, 1912, pp. 26-27. 

2 Laws of Wisconsin, 1903, chaps. 44 and 249; 1905, chap. 96; 1907, chaps. 500 
and 660; 1909, chaps. 38 and 504; 1911, chaps. 450 and 530; 1913, chaps. 627, 
643, 763. Aprevious law (Laws of Wisconsin, 1899, chap. 355, and 1901, chap. 245) 
was declared unconstitutional by the Supreme Court on the ground of unreason- 
able and unlawful classifications (Black v. State, 113 Wis. 205). The law of 1903 was 
sustained in Nunnemacher v. State, 129 Wis. 190. 
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this tax was to secure a substitute for the failing personal-property 
tax. Unlike the income tax it is one which is not equally available 
as a local and as a state means of raising revenue. The amount 
collected in the single counties varies greatly from year to year, 
but when the tax is devoted to state purposes it is sufficiently cer- 
tain to be counted on as a regular item of revenue. In using the 
inheritance tax as a state revenue Wisconsin follows the usual prac- 
tice in states with similar laws. 

4. Along with the other tendencies in taxation has gone a 
development of increasing state control through a single com- 
mission over all branches of the taxing machinery. The result 
has been to increase greatly the economic efficiency of the tax laws, 
and to remove inequalities in the tax burden of the various com- 
munities. The extension of state taxation to the public-utility com- 
panies was itself an example of this development. It was only the 
first step toward the present measure of centralized control. In 
1901 the Tax Commission was made the State Board of Assessment 
in place of the three state officers who formerly acted in that 
capacity.? The same legislature created “county supervisors of 
assessment to act under the direction of the Tax Commission with 
authority to exercise general supervision over the local assessors 

. and assist the county board in equalizing state and county 
taxes.” This law did much to make uniform the assessment of the 
general property of the state. In 1905 power was granted the 
Commission to order a reassessment in any district when a tax- 
payer complained that the original one was not according to law. 
The same legislature authorized the Commission to review equali- 
zations made by county boards,‘ and to order reassessments in 
certain cases.§ To aid in the performance of these duties, in 1907 
the Commission was given power to collect statistics of recorded 
sales of real estate in each county. Abstracts of these statistics are 
furnished to each county clerk for the use of the board in equalizing 
taxes.© The Commission may also prescribe forms to be used by 


* Report of the Wisconsin Tax Commission, 1898, pp. 160-69. 

? Laws of Wisconsin, 1901, chap. 237. 

3 Ibid., 1901, chap. 445. 5 Ibid., 1905, chap. 259. 
4 Ibid., 1905, chap. 474. 6 Jbid., 1907, chap. 522. 
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local taxing officers," audit the accounts of towns, cities, and 
villages, and on request of the local authorities instal systems of 
public accounting.’ 

At present, as a result, there is a comprehensive control by a 
central administrative body of all the public revenues. Localities 
of course still vote taxes as before, but the equality of burden upon 
all property is sought whether in the raising of local or state revenue, 
first by the nature of the taxes levied and second by state super- 
vision of the way in which they are apportioned both in state and 
local levies. 


SUMMARY 


It is difficult to characterize developments so diverse as those 
found in recent economic legislation in Wisconsin. Still certain 
common features seem to indicate that though the philosophy back 
of the passage of the laws has not been clear-cut, there has been a 
certain uniformity of purpose. 

1. There has been in economic legislation an increased reliance 
on state action to secure more efficient and uniform enforcement, 
to eliminate abuses which would not be brought into court if reliance 


were placed on ordinary civil suit, and to remove discriminations 
which would arise if local officials were relied upon for the adminis- 
tration of the statutes. 


* Laws of Wisconsin, 1911, chap. 262. 

2 Ibid., 1911, chap. 523. 

3 Any discussion of tendencies in recent economic legislation in Wisconsin should 
mention the laws establishing a system of state insurance. Under these laws it is 
hoped to supply an agency which shall act as regulative of the charges by private 
companies rather than one which will supplant them. The maximum amount of 
each policy is $1,000 until there are 1,000 policies, then $2,000 till there are 2,000 
policies, and $3,000 after there are 3,000 policies. Only the money paid in as premiums 
may be paid out for death losses. The state assumes no responsibility for their pay- 
ment. The premiums are on the basis of the American experience, 3 per cent, that 
used by the more conservative “old line” companies. Profits at the end of the year 
are divided among the policy-holders. The plan was put in operation in October, 
1913. There are now over 250 policy-holders. The money is invested in mortgages 
earning 5 per cent net. 

The laws on the subject are Laws of Wisconsin, 1911, chap. 577, and 1913, chap. 
291. An article by B. S. Beecher outlining the plan is found in the Review of Reviews 
for January, 1913, pp. 79-83. Ai criticism of the plan by W. A. Fricke is found in 
the American Underwriter, November, 1913. 
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2. There has been an increase in the powers given to adminis- 
trative officers. The legislature has been freed from the necessity 
of enumerating the details of administration by allowing the issu- 
ance of administrative orders. The result is that the rules laid 
down in economic legislation have been made flexible to meet 
changing conditions and the cases arising turn more on the economic 
facts determined by the administrative bodies and less on technical 
legal rights. 

3. In the laws and administrative orders supplementing them 
there is a marked development in favor of greater protection for 
those classes of the ponulation who occupy positions economically 
weak. They aim to restore to the employee injured in industry 
his equality of economic opportunity, to furnish to the unemployed 
information concerning opportunities to work, to keep open the 
possibility of further education to those who have been forced to 
leave school early, to protect children from being forced into 
industry early, to protect minors and women from excessive hours 
of labor, to protect the health and safety of those not in a position 
to demand proper conditions on their own account, and in general 
to protect the public from unhealthful foods and bad sanitation. 

4. The enforcement of economic legislation has been greatly 
improved by the creation of special prosecuting authorities and 
by centralizing the administration in the hands of commissions 
which de facto have not only the power to adjust the law to the 
‘needs of the localities and to the shifting changes in conditions, but 
also the right to have tried before them the legality of their orders 
before the cases can be carried to the courts. The result of this 
development is that the hearings before the commissions have 
eliminated many cases which formerly would have been taken before 
the courts. 

5. Finally the revenues of the state have been readjusted with 
the intent to make them fit the conditions of modern industrial 
life in order that no person, locality, or class of property shall 
escape its just share of the burden of public expenditures. 

In Wisconsin as in other states the public policy of many of the 
laws passed with these motives has not escaped question. Good 
motives are not uniformly accompanied by wisdom and at times 
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there has been evidenced a willingness to strain the constitution 
and to accomplish that indirectly which done directly would be 
unconstitutional. These tendencies, which it is but fair to say 
have appeared more in the legislation proposed than in the acts 
passed, arouse no enthusiasm among conservative reformers. Nor 
are they on the increase. In fact one of the most important char- 
acteristics of Wisconsin legislation in recent years has been the 
growing willingness shown to wait for thoroughgoing investigation 
before acting. How much “‘progressive’’ legislation passed in our 
states has been declared void for failure to observe this cardinal 
rule of good legislation! When a statute is passed affecting wide 
economic interests, with only the counsel of the experience of the 
average legislator plus what current and often partisan informa- 
tion can be secured at hasty committee hearings, injustice is 
inevitable and unconstitutionality hard to avoid. To escape the 
pitfalls involved in acting on insufficient evidence the legislature of 
Wisconsin has shown an increasing willingness to create special 
committees which investigate topics assigned to them in the period 
between the regular sessions, and report not only the result of their 
investigations but arguments in favor of certain action and formu- 
lated bills." 

The conditions under which the more important measures pass 
are therefore ones which tend to assure a sober judgment on facts 
already ascertained. That there are futile and ill-advised laws 
passed in Wisconsin as in every other state is of course true, but 
it is also true that there is an increasing unwillingness to try to 
regulate complicated social and economic affairs on short notice 
and insufficient investigation. 


CHESTER LLoyD JONES 
UNIVERSITY OF WISCONSIN 


t The committees of this sort appointed by the legislature of 1913 are (appointed 
in both senate and assembly) forestry, vice, occupational diseases; (appointed in 
senate only), judicial circuits. 





MACHINERY IN SIXTEENTH-CENTURY ENGLISH 
INDUSTRY 


It is a common opinion that the introduction of machinery into 
manufacturing industry dates from the “industrial revolution” of 
the late eighteenth century, and that the application of power other 
than that of men and animals and the use of devices which may 
properly be termed machines were unknown before that time. 
While this belief is in general true, while no mechanical inventions 
of really revolutionary importance occurred before that time, it is 
nevertheless interesting to learn that there were, in the sixteenth 
century and earlier, many applications of “power” and many 
inventions of mechanical devices capable of tasks impossible to 
human labor alone, or at least so economizing human labor that 
they enabled one man to do the work of many. 

The purpose of this paper is to give some account of the appli- 
cation of non-human sources of power to industrial processes in 
the sixteenth century, and of the various devices which made such 
application possible. In one or two cases pieces of mechanism are 
noted which depended on human labor for their motive power, 
but for the most part our attention is confined to power-driven 
machinery. 

Among the oldest forms of the application of power to industry 
was the water-driven corn mill, the history of which would carry 
us back to Greek and Roman times. Whether the English bor- 
rowed their mills from those older nations or originated their own 
we do not positively know; but it is certain that water mills were 
used in England at an early date, and at the time of the Domesday 
Book there were thousands of them scattered over the kingdom." 
It seems probable, too, that as early as this time water power was 
applied to other industries than the grinding of corn. Certain 
mills in Somerset paid their rent in metal, which would seem to 
indicate that they were used for the reduction of ore. Bennett 


* Bennett and Elton, History of Corn Milling, II, tor. 
2 [bid., Il, 106-7. 
775 
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and Elton in their History of Corn Milling conjecture that there 
were in use at this same early period the tanning mill, the paint 
mill, the sawmill, and the fulling mill, but there seems to be no 
very sound basis for this opinion. 

The stream-side water mill has of course lasted to our own day, 
but rather as a picturesque bit of landscape than as a factor in 
practical industry. In the sixteenth century it was a factor of real 
importance, and as such received the attention of inventors. In 
1565 we find the grant of a license to James Acontius (on whose 
advice the patent system was first applied to inventions) for the 
manufacture of machines for grinding.’ It is possible, however, 
that Acontius’ invention was intended, not to aid, but to compete 
with the watey-power mill; for eight years later we find a grant 
to John Payne for twenty-one years of the privilege of the sole use 
of certain mills for grinding corn, these mills being “modified forms 
of hand and treadmills, examples of which had already been erected 
at Glastonbury.” 

Another form of power often applied to the grinding of grain 
was the windmill. Mills of this kind are found from the year 1200 
on. They were often built in conjunction with water mills, so that 
when one source of power failed the other might be utilized. 
That windmills were extensively used in the sixteenth century is 
shown by an order of the Privy Council to the ‘‘Custumer” of 
Liverpool, October 28, 1555, instructing him to allow John Parker, 
Master of the Rolls in Ireland, to transport thither from Liverpool 
one hundred tons of timber for windmills to be set up in Ireland.‘ 
In 1588 one Robert Dell, lessee of a mill belonging to Her Majesty 
at Suffield, found occasion to complain to the Privy Council that 
Thomas Moore and others, seeking the undoing of Dell and the 
hindrance of Her Majesty’s revenues, had erected mills in the 
vicinity, notwithstanding an order for the pulling down of a wind- 
mill which Moore had erected almost to the undoing of Dell. The 
Council thereupon ordered the proper authorities to see to it that 


t E. W. Hulme, “History of the Patent System,” L.Q. Rev., XII, 148. 
2 Ibid., XVI, 45. 

3 Bennett and Elton, op. cit., II, sec. 2. 

4 Acts of Privy Council, New Series, V, 189. 
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Her Majesty’s revenues and the prosperity of Dell be no further 
interfered with by the erection of mills. 

A third frequent method of grinding grain was by horse-power, 
of which Bennett and Elton make frequent mention.? 

A less venerable history than that of corn milling attaches to the 
use of machinery for the drainage of mines. It is in the coal mines 
that we find the first clear instances of the use of pumps and other 
draining devices, and even these occur for the first time long after 
the first chapters of the history of that industry had been written. 
The coal mining industry went through three well-defined stages, 
types of which are represented in the following diagram: 


In the earliest stage, A, the coal vein was penetrated from the 
hillside, horizontally or at a slight upward angle. Here no machin- 
ery of any kind was required; the coal was carried out at the mouth 
of the tunnel and the water found its own way of escape. The 
second mine, B, is of the so-called “pit and adit” type. Here the 
vein is penetrated by a pit from above; the coal is raised by means 
of a windlass worked by human or horse power, and for purposes of 
drainage a tunnel or “‘adit” is driven from the bottom of the pit 
to an exit at some lower point, b. Up tonear the end of the fifteenth 
century most of the coal mines in England were of these two types, 
depending for drainage upon gravity, though often by means of 
expensive tunnels. Toward the close of the century, however, coal 
miners on the Tyne and the Wear began to penetrate below the 
free drainage level, as at C, and it then became necessary to 
raise both coal and water by artificial means, usually by some 


* Ibid., New Series, XVII, 8. 
2 Bennett and Elton, op. cit., IV, 44, 49, 92, 113, 127, 162, 175, 194. 
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horse-driven device.’ As early as 1486 the monks of Finchale record 
the expenditure at Moorehouseclose of £9 15s. 6d. on a pump with 
house, fittings, and horses, and for some years special mention is 
made in their accounts of the expenses ‘“‘de la pompe.’” It is not 
till the second half of the sixteenth century, however, that we 
find such pumps, “gins,” or baling engines in common use. 

In the tin mines‘ a similar cycle of changes took place, although 
apparently somewhat later. The point of revolution did not come 
till the sixteenth and seventeenth centuries. Then the depth of 
mines increased very rapidly, from an average of some thirty-six 
feet to a depth as great as sixty fathoms, at which point the crude 
drainage devices were taxed to the utmost. The wooden bowl in 
which at first the water had been carried out gave place to leathern 
bags or buckets, raised by a windlass. The latter was propelled 
at first by hand, later by horse power. A later device was the 
rag-and-chain pump, consisting of an endless chain broadened at 
intervals by leathern binding and fitting in a pipe from twelve to 
twenty-two feet in length. A mine of any depth of course required 
a series of such pumps, and as one four-inch pump twenty feet in 
length required five or six men at a time in six-hour shifts, the labor 
cost must have been heavy. Later the pumps were driven by 
water power, usually from a twelve- or fifteen-foot wheel. Just 
when these various improvements were introduced is largely a 
matter of conjecture. Mr. Lewis mentions a possible instance of 
the use of a hydraulic engine for draining tin mines in 1480, but 
concludes that the rag-and-chain pumps cannot be traced farther 
back than the seventeenth century. Mr. Salzmann,° on the other 
hand, thinks their origin can be placed somewhat earlier: “‘a case 
of a London goldsmith making engines and instruments to drain a 
deep tin mine near Truro occurs in the first quarter of the sixteenth 
century.” 


* The foregoing account and diagram are adapted from R. L. Galloway, Annals 
of Coal Mining, p. 74. . 

2 Ibid., p. 71. 

3 Salzmann, English Industries of the Middle Ages, p. 9. 

4G. R. Lewis, The Stannaries, pp. 9-11. 

5 Ibid., p. 11. 6 Salzmann, op. cit., p. 86. 
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The high importance of machines for mine drainage is reflected 
in the large number of patents for such devices granted in the latter 
half of the sixteenth century. On December 31, 1562, John Med- 
ley was granted a twenty-year patent for an instrument “for the 
drayninge of water.” It is stated “that mines of tin, lead, coal, 
etc., in Devon as elsewhere, were drowned and altogether unoccu- 
pied, ‘owing to the great habundance of water.’’’* In the next year, 
a similar license was granted to Burchsard Cranick to make engines 
for the draining of water. “The engine is stated to have been lately 
invented, lerned, and found out by Cranick, and to be unlike any- 
thing used or devised within the realm.’”? In July, 1565, a letter 
from William Humfrey to Sir William Cecil, concerning the working 
of the copper mines, “recommends an Almain engineer, who can 
raise water one hundred fathoms high, by a newly invented engine.’’ 
On April 20, 1569, there was granted to Daniel Heckstetter (or 
Houghstetter) a license “for setting up and using engines for 
mine drainage.”’* On October 28, 1573, Richard Candish received a 
twenty-year grant, extending over eight counties, for an engine for 
draining coal andiron mines.’ A grant of April 25, 1598, to Edward 
Wright is interesting because of its wording. It confers upon the 
grantee, a Cambridge Master of Arts, the right for eight years “‘to 
make and utter mathematical instruments.” The “mathematical 
instrument”’ in question is another water-draining device, obtained 
“by long and painful study of the mathematical sciences.’® In 
the meantime we find a “description of . . . . pumps for raising 
water from mines, by Peter Jordayne and his coadjutors”’ in 1575,7 
and three yecrs later a suit of Gherard Honricke, a native of West 
Friesland, for a patent giving him and his assigns for thirty years 
the “sole right to erect certain engines invented by him for the 
draining of mines.’”* 

The various draining devices thus introduced seem to have been 
sufficiently effective to make possible the working of mines far 


: Hulme, op. cit., XII, 146. 2 Ibid. 

3 Calender of State Papers, Domestic Series, 1547-80, XXXVI, 73, p. 254. 
4 Hulme, op. cit., XII, 149. 5 Ibid., XVI, 46. 6 Tbid., XVI, 51. 
7 Cal. of State Papers, Domestic Series, 1547-80, CVI, 24, p. 509. 

8 Tbid., CXXV, 50, p. 598. 
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below former levels, and at the same time to have been so unreliable 
as to cause endless difficulties and annoyances. Thus, on July 
24, 1584, Ulricke Frose reported to William Carnserve that the 
mines at Perin Sands “are at present fifty fathoms under all the old 
works”’;' while fifteen days later he reported from another mine at 
Treworthie that “the water has burst in upon them so suddenly 
that the men barely escaped with their lives.’”? Within a month 
he wrote again that the water continued so bad at Treworthie that 
unless rich silver ore were found the mining would not pay.’ 

These early inventions were of a primitive nature, and the same 
machine was often thought capable of draining mines and flooded 
lands, filling reservoirs for urban water supply, and extinguishing 
fire‘ In 1571 a grant was made to Sir Thomas Goldinge for an 
engine for land drainage and water supply. “The engines, once 
erected, will continue working without man’s labor.’’’ Probably 
these engines were water-driven. An even greater diversity of use 
is indicated in a petition of the same Sir Thomas Goldinge in 1578 
for “the sole right to an invention designed by him for draining of 
marshes, supplying of towns with water, and working of mills.’’® 
Another instrument, for which John Symetson received a grant in 
1573, was designed for land drainage and for the stopping of breaches 
in dams.’ 

The frequent mention of machines for the drainage of land 
calls attention to the persistent efforts being made for the drainage 
of the Fens, the marsh lands of the eastern counties, particularly 
around Ely. For the most part this work was undertaken by 
means of ditches and canals, references to which are scattered 
through the acts of the Privy Council in the latter half of the six- 
teenth century. But there were also attempts to perform the 
work by machinery. In 1575 Peter Morris (or Morrice), a Dutch- 
man, had petitioned for a patent for “the sole right of making 


* Cal. of State Papers, Domestic Series, 1581-90, p. 191. 

2 Ibid., p. 194. 3 I[bid., p. 200. 

4W. R. Scott, Joint Stock Companies, I, 479. 

5 Hulme, op. cit., XVI, 45. 

6 Cal. of State Papers, Domestic Series, 1547-80, CX XVII, 57, p. 611. 
7 Hulme, op. cit., XVI, 46. 
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and employing certain hydraulic engines for the raising of water, 
draining marshes, etc.”* In June, 1580, we find a letter from 
the Privy Council to the Bishop of Ely and others, mention- 
ing that Her Majesty had by letters patent licensed one Peter 
Morris to drain certain fens and low grounds “by certain engines 
and devices never knowen or used before’’; that these had been 
put in practice by George Carlton and Humfrey Michell, “unto 
[whom] the said Peter Morris for want of habilitie had conveyed 
over his said Letters Patent’’; and that the works were likely to 
prove very beneficial, but were greatly hindered by lack of funds. 

The name of Peter Morris is much more famous for his con- 
nection with another enterprise, the establishment of the London 
Bridge Water Works. For an annual payment of 1os. Morris 
received from the Mayor and Commonalty of London a five- 
hundred-year lease, by which he was authorized to erect an engine 
under the first arch of London Bridge to supply the city with water.’ 
The city was to pay £100 and furnish the land for his works. In 
1580 or 1581 Morris made complaint to the Privy Council that the 
city refused to stand by its part of the agreement, after he had been 
at great expense to make preparation, because (supposedly) some 
other person had offered to furnish water at less cost. The Council 
could not see why the city should not fulfil its contract, and required 
it to do so unless it could show some stronger reason to the con- 
trary.. The work continued, and by the year 1582 the new engine 
was in operation. Within two years another lease was granted 
for the use of the second arch.° 

The machinery consisted of a water wheel nineteen or twenty 
feet in diameter and fourteen feet in length, carrying twenty-six 
eighteen-inch paddles which dipped into the current where it was 
confined between the piers of the bridge. Each wheel, by a system 
of gearings and levers, operated sixteen seven-inch cylinders of the 


* Cal. of State Papers, Domestic Series, 1547-80, CVI, 62, p. 512. 
® Acts of the Privy Council, New Series, IX, 689. 

3 W. Matthews, Hydraulia, pp. 25-27. 

4 Acts of the Privy Council, New Series, XII, 85-86. 

5 Ibid. 

6 Matthews, op. cit., pp. 26-27. 
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force-pump type. When the force of the falling tide was added 
to the natural flow of the river the wheel made six revolutions a 
minute, producing 684 piston strokes, and raising 1,954 hogsheads 
of water in an hour. Stow recorded (1663) that in his exhibition 
before the mayor and aldermen of London Morris threw water 
over St. Magnus’ steeple." 

As suggested by his complaint to the Privy Council, Morris 
was not free from competition. In 1594 a large horse engine was 
erected by Bevis Bulmar at Broken Wharf to supply water for the 
west side of the city of London. Expenses were so heavy, how- 
ever, that Bulmar could not compete with other establishments, 
and the project had to be abandoned.? 

The British government was troubled not only with freeing the 
marsh lands from water, but also with keeping the harbors clear of 
sand. To this work also machinery was applied. In 1558 George 
Cobham, Tomazo Chanata, and others petitioned the Queen “for 
the sole use of an engine to cleanse and carry away all shelves of 
sand, banks, etc., out of all rivers, creeks, or havens.” On May 26, 
1562, the patent was granted to George Cobham for ten years. 
The patentee represented that “by diligent travel’ he had dis- 
covered a machine which would scour the entrances to harbors to 
a depth of sixteen feet. The patent was for the importation of a 
sufficient number of these machines.‘ 

We have seen that water power was applied very early in Eng- 
land in the grinding of corn, and that there is some reason to suspect 
that it had other uses as early as the eleventh century. By the 
opening of the fifteenth century the use of water power in connec- 
tion with blast furnaces for the reduction of iron ore had become 
fairly common, and from that time on grew in importance. The 
early iron smelters had been as shrewd in utilizing natural forces 
for securing draft as the early miners had been in securing drainage. 
In Roman times, and probably for long after, the practice was to 
build the furnace on a wind-swept hill with a tunnel flaring to the 
west and tapering to the hearth in such a way as to catch and con- 

t Matthews, op. cit., pp. 27-29. 2 Ibid., p. 30. 

3 Cal. of State Papers, Domestic Series, 1547-80, I, 56, p. 119. 

4 Hulme, op. cit., XII, 145. 
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centrate as much as possible the full force of the prevailing westerly 
winds. This method was probably supplemented at an early date 
by the use of bellows. Prior to the fifteenth century such bellows 
were worked by hand, “‘or rather by foot, for the blowers stood upon 
the bellows, holding onto a bar, but during the fifteenth century 
water power was introduced in many parts of the country, and 
the bellows were driven by water wheels.’”* One of the earliest 
examples of the application of water power to a blast furnace was 
Bishop Langley’s furnace in Durham, run by John Dalton, the 
records of which for the years 1408-9 are preserved. “At the 
bishop’s forge we hear of the making of a ‘watergate’ and a water- 
wheel . . . ., but it is doubtful whether water power was always 
applied for working the bellows, as the wife of the ‘blomesmyth’ 
is not only mentioned as ‘folles sufflans,’ but also on occasion 
‘operariis auxilians ad le belowes.’”? ‘“‘ Probably when there was an 
insufficiency of water or any defect in the mechanical connections 
resort was had to the older foot blast,’ although Mr. Lapsley thinks 
that the smith’s wife was employed merely to make adjustments in 
the crude connections between the water wheel and the bellows.‘ 

From several different sources we get descriptions of the iron 
furnace and water-power bellows. The furnace was a building 
some twenty-four feet square and twenty-six to thirty feet high, 
containing an egg-shaped cavity at the bottom of which was a 
sandstone hearth with an iron vent for the bellows.’ “Behind the 
furnace are placed two high pair of bellows, whose noses meet at 
a little hole near the bottom; these are compressed together by 
certain buttons on the axis of a very large wheel, which is turned 
round by water in the manner of an overshot wheel. As soon as 
these buttons are slid off, the bellows are raised again by a counter- 
poise of weights, whereby they are made to play alternately, the 
one giving its blast whilst the other is rising.” In some cases, on 

* Salzmann, op. cit., pp. 26-27. 2 V.C.H., Durham, II, 279,-note. 

3 [bid., Il, 354. 

4G. T. Lapsley, “The Account Roll of a Fifteenth Century Iron Master,” Eng. 
Hist. Rev., XIV, 513. 

5 V.C.H., Sussex, II, 244. 


® Lapsley, Joc. cit. The description is of a seventeenth-century furnace, but is 
probably not misleading if applied to the sixteenth century. 
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the Continent at least, wooden bellows—great wooden pistons 
working in tubs—were substituted for the old bellows of leather. 
The invention of wooden bellows is ascribed to Germany and the 
sixteenth century; it seems clear that by 1550 both wooden and 
copper bellows were in use in that country." I have found no evi- 
dence of the use of either in England. 

An incident of 1500 illustrates the importance at that date of 
water power in the iron industry. In that year Thomas Luke, 
bailiff of Chesterfield and Scarsdale, was tried in the Duchy of 
Lancaster Court for various trespasses. It was charged that he 
“hath turned the water which served the said mill [a mill of the 
king’s] out of the old right course into his own proper ground, 
whereupon he hath made smithies to make iron with.’” 

Water power was utilized not only in reducing iron from the 
ore, but also for driving the hammer by which it was brought into 
commercial shape. The date of the introduction of such water 
hammers is uncertain, but there is an instance of a “‘great water- 
hamor” working in Ashdown Forest, Sussex, in 1496.3 The forge, 
iron mill, or hammer was a building containing two open hearths, 
the “finery” or “‘chafery,” and the hammer proper, which weighed 
seven or eight hundred pounds. The rough “sow” was carried 
from the furnace to the hammer, “under which they, then remov- 
ing it, and drawing a little water, beat it with the hammer very 
gently, which forces cinder and dross out of the matter; afterwards 
by degrees drawing more water, they beat it thicker and stronger 
until they bring it to a bloom, which is a four-square mass of about 
two feet long.’’ 

By the close of the sixteenth century such hammers were very 
common. “I have heard,” said John Norden in 1607, “there are 
or lately were in Sussex neere 140 hammers and furnaces for iron.’’s 
Camden (1551-1623) says that in Sussex ‘‘ the heavy forge-hammers 
which were mostly worked by water power, . . . . beating upon 
the iron, ‘fill the neighborhood round about, day and night, with 
continued noise.’ 

* Beckmann, History of Inventions and Discoveries, I, 108. 

2 V.C.H., Derby, II, 245. 

3 Salzmann, op. cit., 30, note 1. S$ Ibid., II, 247. 

4 V.C.H., Sussex, II, 245. 6 Swank, Iron in All Ages, p. 46. 
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The history of the reduction of tin, lead, and silver from their 
ores follows substantially the same lines as that of iron. In the 
case of these metals the ore was frequently put through some kind 
of stamping process to prepare it for the furnace. There is no 
good evidence of the use of such mechanical stamps earlier than the 
sixteenth century, “‘though there is mention in 1302 of a machine 
(ingenium) for breaking ‘black work’ or slag.”* Carew has left 
us a brief account of the treatment of tin ore in 1602. The ore 
was first broken with hammers, and then carried on horse or cart 
to ‘‘a stamp mill of three or sometimes of six iron-shod heads, 
driven by a water-wheel.’’? 

The actual smelting of lead, silver, and tin went through exactly 
the same stages as that of iron. At first the furnaces or “‘boles”’ 
were placed on a hilltop, and depended entirely upon the wind for 
their draft. At an unknown date these furnaces came to be sup- 
plemented by “slag-hearths” or furnaces with artificial draft. 
The bellows were originally driven by the feet, but water-power 
bellows were used in Devon as early as 1295, “and at Wolsingham 
in Durham, in 1426, water power was used when available, the 
footblast being used during dry seasons.”3 Sometimes a lead 
furnace was supplied with all three kinds of draft—wind, water, and 
foot power—so that if one source failed another could be utilized.‘ 
An account of a furnace of some lead smelters at Wicksworth in 
1729, while of a far-removed date, enables us to form a probably 
accurate picture of the furnaces of the sixteenth century. This 
furnace is described “‘as very rude and simple, consisting only of 
some large, rough stones placed in such a manner as to form a 
square cavity, into which the ore and coals are thrown stratum 
super stratum, two great bellows continually blowing the fire, being 
moved alternately by water.’’s 

In the tin industry the “blowing house” was in common 
use by the middle of the fourteenth century. ‘“‘Here the pre- 
pared ore was made into parcels according to its quality, and 
then ‘smelted on the hearth of the granite furnace by a charcoal 


? Salzmann, op. cit., p. 51. 
? Lewis, op. cit., p. 15. 4 V.C.H., Durham, II, 350. 
3 Salzmann, op. cit., p. 52. 5 V.C.H., Derby, II, 329, note. 
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fire fed by a blast from a large pair of bellows worked by a water 
wheel.’”: 

Turning from the reduction of metal from the ores to its manu- 
facture, we find that the most important introduction of mechanical 
power occurred between 1565 and 1568, in the manufacture of wire. 
Previous to 1568, says Camden, all iron wire made in England was 
drawn “by main strength alone.’* The introduction of machinery 
into the process seems to have been due to the arrival in England 
in 1565 of Christopher Schutz of Saxony. Schutz came at the 
invitation of William Humfrey, assay-master of the Tower Mint, 
and before the year was out Humfrey, Schutz, and others had 
secured a patent to set up battery works for drawing wire. The 
syndicate had undertaken to provide twenty foreign workmen and 
to draw iron wire by mechanical power with the assistance of a 
water mill.‘ 

Another invention of the late sixteenth century which it seems 
safe to suppose made use of mechanical power was the slitting mill, 
“an invention for slitting flattened bars of iron into strips called 
nail-rods.”” It is recorded that the first mill of the kind was set 
up at Dartford in 1590 by Godfrey Bochs of Liége, Belgium.‘ 

In the textile industry, so important in England from the 
fourteenth century on, there was almost no use of machinery 
except in a single process, that of fulling. The spinning and weav- 
ing processes seem to have undergone no change of importance 
during many centuries. As far as mechanical processes were con- 
cerned, they were substantially the same on the brink of the indus- 
trial revolution as in the time of Edward III. There was one 
important invention in knitting, the stocking frame, which was 
patented by its inventor, Lee, in 1589,° but was carried to France 
because of the refusal of adequate protection in England.’ Another 
textile invention, which apparently was put into application, was 
a mill for the preparation of hemp for the weaving of linen cloth. 


t Lewis, op. cit., p. 17. 4 Scott, op. cit., II, 413-14. 
? Swank, op. cit., p. 48. 5 Swank, op. cit., p. 48. 
3 V.C.H., Surrey, II, 410-11. 6 V.C.H., Derby, II, 367. 


7 Hulme, op. cit., XVI, 53. Another invention that failed for want of adequate 
protection in the last decade of the century was Harrington’s water closet (ibid., p. 53). 
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In the State Papers of 1561 we read of ‘‘‘a lyttle booke, entituled 
a profitable Newyeres Gifte to all Englande,’ being a small printed 
tract of a device by Thomas Trollope for the setting up ‘of a mille 
to knocke hempe for the making of canvas and other linnen 
clothes.’’”* A little later we find a second mention of the hemp 
mill. The aldermen of Stamford ‘‘have conferred with Thomas 
Trollope touching the manufacture of canvas. The mill for beating 
of hemp will cost 50/. They purpose to begin on a small scale at 
first.”? With these two brief notices the hemp mill drops into 
obscurity. 

In the fulling process alone in the textile industry do we find 
evidence of the extensive use of machinery. Here it is widespread 
and of early origin. The process of fulling is described by Mr. 
Salzmann: ‘‘Raw cloth had next to be fulled, that is to say, 
scoured, cleansed, and thickened by beating it in water. Originally 
this was always done by men trampling upon it in a trough, and the 
process was known as ‘walking’ (whence the common surname) 
but during the thirteenth century an instrument came into general 
use called ‘the stocks,’ consisting of an upright, to which was 
hinged the ‘perch’ or wooden bar with which the cloth was beaten. 
The perch was often worked by water power, and fulling or walking’ 
mills soon became common.” 

Fulling mills seem to have been antedated by the grinding of 
corn alone in their utilization of water power. In Lancashire there 
is mention of a fulling mill in 1282. A survey of the county in 
1320 reported that there was “a certain fulling mill running by the 
stream of the Irk.” There are other references to mills in 1295 
and 1296.8 The fulling mills in Surrey “have been said to have 
been among the first in the kingdom. Water power for them could 
be readily obtained from the small rivers and streams which passed 
through the heart of the county.’”® In Warwickshire also the fulling 

* Cal. of State Papers, Domestic Series, 1547-80, XVII, 49, p. 119. 

2 Ibid., XVIII, 23, p. 180. 

3 Probably the “walking-beam” of an early type of steam engine took its name 
from the similarity of its function to that of the “perch” or horizontal beam of the 
walking mill. 


‘Op. cit., pp. 153-54. 
5 V.C.H., Lancashire, II, 376. 6 V.C.H., Surrey, II, 342. 
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mills apparently depended upon water power, for we are told that 
“in Coventry, as elsewhere, the fulling mill was always to be looked 
for near a running stream.” 

The application of water power to the fulling process brought 

about such an economy of labor that town fullers found it @dvanta- 
geous to send out their cloth to be fulled at water mills. Thus 
_about 1297 the fullers of London were sending their cloth to be 
fulled at the mills of Stratford. This practice, however, was found 
“to be injurious to the cloth, and was forbidden except with the 
express consent of the owners of the cloth. Salzmann concludes 
from this fact that either fulling by mill was inferior to hand fulling 
or else the escape from city control in the process tended to bad 
work. It seems not unlikely that the reduced demand for labor 
resulting from the resort to the mills may have helped to bring 
about the prohibition. 

Before the end of the fourteenth century, however, the fullers 
of London were firmly established in the practice of sending out 
their cloth to be fulled at water mills, not only at Stratford, but 
also at Wandlesworth, Old Ford, and Enfeld In 1376 three 
London fullers, Oliscompe, Suttone, and Swift, filed a petition with 
the mayor and aldermen, complaining that the “hurers” or€appers 
of the city were making a practice of sending their caps and hures* 
to the above mills, where the fullers were accustomed to full their 
cloth, with the result that when the caps were mixed with the cloth 
in fulling, “‘such caps crush and tear the cloths, to the great damage 
and loss, as well of the said fullers as of all the community.”’> In 
the same year the hurers of the city themselves complained that 
some of the trade had provided a water mill for fulling caps and 
hures in the same manner as cloth; ‘whereby such caps and hures 
are not so good and so profitable for those who buy and use them, 
nor of such good fashion, as they were wont to be, to the great dam- 
age of the common people; and that the said simple folks of the 
said trade have no work to maintain and aid them; insomuch that 
they are so greatly impoverished, that they are at the point of 


t V.C.H., Warwick, II, 252. 
2 Salzmann, op. cil., pp. 153-54. 4A “hure” was a shaggy cap. 
3 Riley, Memorials of London, p. 401. 5 Riley; loc. cit. 
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perishing, if they be not succoured; the same being in deceit of the 
people, and to the annihilation of such trade.”* Here is the typical 
attitude of laboring people toward labor-saving machinery; though 
it seems quite probable in this case that there was reason for com- 
plaint of the quality of the work produced by the mills. 

The mayor and aldermen called before them those against 
whom the charges were made; ‘and these last acknowledged the 
deceit and damage in the things aforesaid alleged against them, and 
conceded that they would not henceforth full at the said mill.” 
The mayor and aldermen thereupon granted an ordinance to the 
effect that no one of the trade should thenceforth full any hures 
or caps at the mill.2 This prohibition was re-enacted in 1404 at 
the petition of the hurers and cappers, and in 1418 ene Thomas 
Tailor was fined and made to forfeit a number of caps for having 
fulled them at a mill.‘ Finally the matter was treated by parlia- 
mentary legislation. In 1482 a statute was passed prohibiting the 
fulling or thicking of hats or bonnets in fulling mills, on the ground 
that such practice threw many out of employment and resulted 
in hats and caps being “‘ broken and deceitfully wrought.’’s I have 
found no later reference to the fulling of hats and caps in fulling 
mills. 

A few references are found to mills of other kinds. Unfortu- 
nately we cannot be sure whether the term “mill” always implies 
the use of power machinery. It seems reasonably safe in most 
cases, however, to assume that when the term is used it has reference 
to the application of some kind of power, most frequently water 
power. This is evidently true of the account of brazil mills in 
Surrey County. These brazil mills were mills used for grinding 
and preparing dye-woods, ‘‘of which there seem to have been no 
small number along the course of the little river Wandle.” A 
brazil mill at Wandsworth is referred to in the church warden’s 
accounts for that parish in 1571. On the same river:in Wimbledon 
was a mill used for both a fulling and a brazil mill.® 


? Riley, op. cit., pp. 402-4. 3 Ibid., pp. 558-59. 
2 Tbid., lac. cit. 4 Ibid., p. 667. 

5 Statutes of the Realm, II, p. 473, 22 Ed. IV, c. V. 

6 V.C.H., Surrey, II, 366-67. 
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Less clear is the case of a paper mill erected in 1588 near the 
town of Dartford by John Spilman, a High German, and said to 
be the first of the kind in England." No mention is made of power 
or of stream-side location, but it seems not unreasonable to suppose 
that the mill was dependent on water power. 

The foregoing account seems practically to exhaust the list 
of mechanical appliances of any importance used or invented in 
the sixteenth century. Much of the material comes from dates 
earlier than that century, but it can be assumed that any machine 
of the fourteenth century, for instance, which proved of value and 

was not replaced by better, continued in use in the sixteenth. 
- The last half of that century was comparatively prolific in inven- 
tions. None of these, however, thinks Mr. Price, proved of first- 
rate importance. In origin, they were due rather to the industrial 
expansion of the period than to the influence of government 
patents, and both the accounts of mining and the patent rolls show 
that most of the improved appliances were introduced from Ger- 
many. On the whole, they represent on the part of the English 
a fair amount of mechanical ability, some ingenuity, and consider- 
able teachableness.? 


Jutius W. Pratt 
UNIVERSITY OF CHICAGO 


* Scott, op. cit., I, 116. 
2W. H. Price, English Patents of Monopoly, pp. 62-63. 
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NOTES 


WASHINGTON NOTES 


THE WORLD CRISIS 


It is possible there have never been two months in the history of 
the United States since the Civil War when so many and such far- 
reaching financial and commercial problems were suddenly presented 
to the government of the United States as have been offered during 
August and September of this year. Beginning with the sudden outbreak 
of the war, drastic and unprecedented fluctuations in securities, cotton, 
cereals, drugs and chemicals, and other commodities were witnessed. 
These were accompanied or followed by a sudden suspension of prac- 
tically all communication with outside countries, due to the unwillingness 
of ship-owners to continue the operation of their vessels in conse- 
quence of fear of capture. The total annihilation of export trade for the 
time being, as well as the partial destruction of import business, pro- 
duced serious financial and labor difficulties in the United States itself, 
and has since led to prospects of industrial reorganization and readjust- 
ment in many directions. It will be long before the actual results of 
this situation and the working out of what has been done in a number of 
lines are fully ascertained. In the meantime, the analysis of the 
conditions that have existed and the extent to which they have been met 
by legislation can be stated with accuracy, although without the possi- 
bility of positive opinions regarding the wisdom of what has been done 
or the immediate consequences to which the steps taken may be expected 
to lead. At the basis of the whole situation lies the financial problem 
that was forced to the front by the declaration of war between the 
principal European powers at the beginning of August. 


CLOSING THE EXCHANGES 

Hardly had the actual outbreak of war become known, when the 
closing of the European exchanges gave the signal for similar action in the 
United States. Immediately the New York Stock Exchange closed its 
doors (on August 1), and this example was shortly followed by the cotton 
and coffee exchanges, as well, of course, as by the Consolidated Stock 
Exchange. The immediate reason for the closing of the New York Stock 
Exchange was twofold: (1) Europeans, foreseeing a tremendous draft 
upon their resources, hastened to seek to sell investment securities in 


79 
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what was practically the only great market untouched by war. To 
this end the representatives of the great European holders of American 
stocks and bonds cabled their bankers in New York to dispose of securi- 
ties at practically any price that could be had. The process was in 
operation during the days before the closing of the Exchange and had 
already caused heavy shipments of gold to Europe. Had it been allowed 
to continve, it would have, almost certainly, deprived the United States 
of a very large proportion of its gold stock; (2) Stock Exchange operators 
who had obtained bank loans protected by collateral security saw that 
the reduction of prices on the Exchange which would necessarily follow 
the disposal of the immense quantity of shares rushing hither from 
Europe would effectually “wipe them out,” while the banks which were 
“carrying” these persons understood that, if obliged to “call” the loans 
thus made, they would still further aggravate the pressure of selling 
orders and would bring about widespread ruin in the financial world. 
In the case of the Cotton Exchange, the condition was somewhat differ- 
ent because of the fact that the staple is owned in the United States and 
its sale brings gold to, instead of driving it out of, this country. But 
the condition of things with regard to the protection of loans based on 
cotton was identicai with that existing on the Stock Exchange as con- 
cerned loans based on collateral. 


EMERGENCY CURRENCY 


The confessed closing of the exchanges, because of the danger of loss 
of gold and of depreciation of prices, naturally tended to arouse serious 
alarm in many minds, and withdrawals of cash both from the banks 
and from the Treasury began to be heavy. Almost simultaneous 
with this condition was the declaration of a so-called “moratorium” by 
most of the principal countries of Europe. This step prevented Ameri- 
cans who had maturing claims upon European countries from collecting 
the amounts due them until a date much later than they had expected. 
Hence, such persons were compelled to draw more heavily upon their 
home bank accounts and so far as possible to finance themselves through 
fresh loans at the banks. Fearing the heavy draft on their resources 
that was thus threatened, the New York banks almost immediately 
had recourse to the “national currency association” which had been 
organized after the adoption of the so-called Aldrich-Vreeland Act, but 
which had remained in a dormant, although not extinct, condition. 
Other banks promptly took like action. Applications were at once 
made to the government for the issue of emergency currency, and it 
was resolved to employ also an issue of clearing-house certificates. At 
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a conference between Secretary of the Treasury W. G. McAdoo and a 
group of New York bankers representing the clearing-house, which 
occurred in New York City on August 2, both these methods were 
authorized, and on the following day the work of issuing the certificates 
and notes was actively begun. It was found, however, that the Aldrich- 
Vreeland law, even as amended by the Federal Reserve Act of December 
23, 1913, placed some serious obstacles in the way of the easy issue of 
currency. In consequence, a bill for the relief of this state of things 
was introduced in Congress and was signed by the President on August 4. 
This amendatory act reduced the tax on Aldrich-Vreeland notes for the 
first three months of their circulation to 3 per cent and raised the limit 
_of issues to 125 per cent of capital and surplus. It also enabled the 
state banks affiliated with the federal reserve system to take out notes 
under certain specified conditions. While no public announcement was 
made of the issue of clearing-house certificates with regard to either their 
distribution or their amount, it is known that both in New York and 
elsewhere (by other clearing-houses) an enormous and probably unpre- 
cedented amount of such certificates was issued; and the emergency 
currency taken out under the amended legislation already referred to 
expanded so rapidly that by the opening of September more than $250,- 
000,000 of it had been issued. The emergency currency was freely 


accepted by individuals, and banks in New York as well as elsewhere 
adopted the policy of paying it out whenever possible while holding 
gold, refusing to pay gold to customers except for good and sufficient 
cause shown. 


RELIEVING THE FARMER 


The relief to the commercial community produced by the issue of the 
emergency notes on the strength of paper as just described was not 
diffused throughout the country, and consequently complaint began to 
be heard from those who found themselves seriously affected by the 
inability to sell their crops and other products at regular prices fol- 
lowing upon the cutting-off of export demand. Those most seriously 
affected were probably the cotton-growers of the South. About the 
middle of August, these growers undertook a campaign to obtain relief, 
presenting to the government two possible courses of action: (1) the 
valorization of the cotton crop upon the lines which have been traced 
by the Brazilian government in its experience with coffee, and (2) the 
making of loans upon the strength of cotton. Of these two courses the 
latter was the one which commended itself most strongly to the govern- 
ment, although Secretary McAdoo was at no time willing to countenance 
the plan of a direct government loan. Ultimately, at a conference held 
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at the Treasury Department, on August 24-25, and participated in by 
bankers, producers, and cotton brokers, it was announced by the Secre- 
tary of the Treasury that he would permit banks to present to their 
national currency associations warehouse certificates representing 
cotton estimated at a reasonable figure, as a basis for the issue of emer- 
gency currency of the same kind as was being paid out to those insti- 
tutions which were able to present satisfactory commercial paper as 
the basis for their advances. Upon the demand of tobacco-growers and 
of those concerned in the naval-stores industry, their products were like- 
wise subsequently included among those whose warehouse certificates 
were to be regarded as acceptable if offered as a basis for emergency 
issues. Thus the basis for the emergency notes was tremendously 
enlarged, and they were given a backing entirely dependent for its 
value upon the marketability of the cotton, tobacco, and naval stores, 
as well as upon the disposition of those (both individuals and banks) 
concerned in the making of the loan in question to terminate the “accom- 
modation.” 


CHANGING THE NAVIGATION LAWS 


While the financial problem was being dealt with in the way just 
described, an equally serious and difficult issue was presenting itself to the 


exporting branch of the community and through it to the farmers of the 
country. The suspension of steamship services and the withdrawal 
of tramp steamers from their usual field of operations immediately after 
the outbreak of war had practically isolated the United States. The 
difficulty at first seemed to be resident in the fact that, whereas foreign 
nations possessed merchant fleets of their own which habitually carried 
the commerce of the world, but were now unavailable, the United States, 
the greatest neutral nation on earth, possessed practically no ocean- 
going vessels carrying its own flag, and hence was unable to deliver its 
products abroad. As is well known to students of the merchant-marine 
question, the non-development of a merchant marine in the United States 
is due in part to the maintenance of very severe laws governing the em- 
ployment of seamen, which are so shaped that compliance with them 
makes it impossible to operate a vessel profitably under the American 
flag, and in part to the high cost of shipbuilding, foreign ships, which 
can be built for much less, being denied registration under the American 
flag, except by act of Congress. The first movement toward relieving the 
export conditions, therefore, was seen in an effort to secure the repeal of 
the barriers to the registration of foreign ships. With this was speedily 
oupled a demand for a grant of power to the President of the United 

tates to suspend the laws governing the employment of seamen for such 
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a period as he might deem wise. The further consideration of the 
question also developed the supposed necessity of providing a means of 
insuring vessels against the risks of war. Hence the adoption of an act 
on August 18 authorizing the registration of the vessels and giving to the 
President proper power for the suspension of the navigation laws, while 
war-risk insurance was provided for in another act, passed August 31, 
creating a Federal Bureau of War Risk Insurance. With but little 
delay, arrangements were made by vessel-owners for bringing under 
the American flag nearly one hundred ships (up to the middle of Sep- 
tember), while inquiries and applications for war-risk insurance amounted 
to about $15,000,000 up to the same date. 

A less-well-advised scheme than any of the others is seen in the pro- 
posal which is being pressed in Congress to authorize the administration 
to purchase, at a cost not to exceed $30,000,000, a fleet of vessels to be 
commercially operated wherever conditions seem to demand them. As 
things have developed, the necessity for all of these shipping measures 
has been greatly minimized, while their efficacy has been materially 
brought into question. It was only a few days after the definite opening 
of the war that the British admiralty announced the establishment of a 
patrol of cruisers across the Atlantic. This patrol, strong enough to 
safeguard against capture actually neutral vessels engaged in legitimate 
business, has been steadily maintained and has led to the resumption of 
many regular steamship services. On the other hand, the warring 
nations of Europe have indicated a strong indisposition to permit the 
government of the United States to purchase from their enemies vessels 
belonging to the latter, and therefore susceptible to capture, for the 
purpose of operating them safely under a neutral flag. The belligerents 
have rightly maintained that this proposal was entirely in defiance of the 
canons of international law affecting the subject, and they have therefore 
declined to recognize the neutrality of vessels so purchased, unless used 
exclusively for trade with another neutral nation as, e.g., in trade between 
the United States and South American nations. The purchase of vessels 
by the government itself has been looked upon, not only by foreigners, 
but also by well-informed citizens of the United States, as likely to 
intensify in a high degree the difficulties which might grow out of the 
purchase of these vessels, under any conditions, by citizens of the 
United States. 

NEW REVENUE MEASURES 
One of the most embarrassing conditions produced by the war is seen 
in the effect it had upon the revenue condition of the government. The 
almost total suspension of importations at the opening of hostilities was 
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followed by a slight recovery, but this recovery was not sufficient to 
hold out hope of any restoration of the original income figures. Within 
two weeks after the definite opening of the hostilities, it was estimated by 
good authorities that the loss of revenue would amount to fully $100,000,- 
ooo during the fiscal year just beginning. This of course necessitated the 
finding of some new means of getting income, and, after a consultation 
among the administration and congressional leaders, it was determined 
to ask for the enactment of special war taxes. President Wilson read to 
Congress a special message on that subject on September 4, and immedi- 
ately the problem of proyjding the desired $100,000,000 was taken up. 
From the outset, differences with respect to the proper objects of taxation 
to be selected prevailed among those at work on the subject. The 
measure was of more importance than was indicated even by the large 
sum of money Congress set out to raise. United States legal-tender 
notes or greenbacks are dependent for their convertibility into gold 
upon a fund of $150,000,000 held in the Treasury. This fund must 
be replenished whenever t’:e presentation of greenbacks for redemption 
draws it down below its normal amount. To effect such restoration 
of the fund the Secretary of the Treasury may take gold from the general 
receipts of the department, substituting the redeemed greenbacks there- 
for in equal amounts, or may sell bonds for gold. The customs receipts 
have heretofore been the only sure source from which gold could be 
obtained in a revenue way, and the falling off of customs naturally and 
inevitably reduces the flow of gold into the Treasury. Thus the ques- 
tion is raised whether the new taxes will be made payable in lawful 
money only or whether it will be permitted to contributors to pay them 
in bank notes or any description of currency they may have on hand. In 
the absence of a steady supply of gold from current receipts, it may be 
expected that the Treasury will be forced to a gold loan because of the 
constant and heavy presentation of greenbacks and bank notes for 
redemption. Such presentations inevitably mean the very great deple- 
tion of the resources of the department and the permanent reduction 
of gold both in the redemption fund and in the general fund, unless 
some effective restoration of the amounts of these funds is brought about. 
It remains to be seen how this phase of the situation will be met by the 
new tax law, if at all. 


THE FEDERAL RESERVE BOARD 
While the country and the administration have thus been beset 
by the most serious and far-reaching problems of finance and commerce, 
the new banking system provided for under the Federal Reserve Act has 
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been in process of organization. Very serious delay in the confirmation 
of the members of the Federal Reserve Board put off the organization 
of that body until August 13, when it assembled for the first time in an 
official manner, although prior to that date work had been carried on by 
those members of the board who had earliest received the favorable 
vote of the Senate. Upon organization, the Reserve Board found itself 
obliged to consider the immediate financial problems growing out of the 
European war, and with these its attention was for the first three weeks 
of its existence almost wholly absorbed. During that period, it was felt, 
nothing would have been gained by an attempt to organize the new 
banks, inasmuch as such an effort would have still further complicated 
the serious conditions by which the member banks of the country were 
confronted. During this preliminary period of waiting, and while 
engaged in the attempt to relieve the financial community to some 
extent through adjustments of existing law, and through provision for 
issues of emergency currency, the Reserve Board undertook the considera- 
tion of some amendments to the Federal Reserve Act, notably the pro- 
vision for the use of the notes of reserve banks in reserves of member banks, 
the permitting of domestic acceptances by member banks, and some 
other changes which have long been desired by certain interests. These 
demands have not met with favor thus far in Congress, that body being 
evidently disposed to limit itself to the changes in the Aldrich-Vreeland 
law, and the other modifications of existing provision for note issues, 
already indicated. Upon convening, the board received a report relat- 
ing to the organization of the new banks which had been prepared by a 
preliminary committee on organization appointed for that purpose. In 
this report was presented a discussion of the proper location to be given 
to the reserve banks, and then a complete plan of organization, including 
provision for the definition of commercial paper, the working out of a 
complete clearing system, the establishment of a uniform system of 
accounting, the adoption of suitable by-laws, and a variety of other 
topics of like scope and importance. This report was at once taken under 
advisement with a view to determining how far the recommendations it 
contained would be capable of actual application in the organization of 
the new system. The most serious problems to be considered are those 
relating to the definition of commercial paper, and the application and 
working out of the system of clearing checks at par with only an actual 
cost charge for exchange and collection. The appointment of the new 
directors to represent the government upon the boards of the several 
reserve banks (three to be named for each bank) was also among the first 
topics of consideration. 
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The Nature and First Principle of Taxation. By ROBERT Jones, 
with a preface by SpNEY WEBB. London: P.S. King & Son, 
1914. 8vo, pp. xvili+299. 75. 6d. 

This book is an addition to the already extensive literature dealing 
with the canons of taxation. The author, as the title of the study 
indicates, has undertaken to discover and to elucidate the most funda- 
mental principle to be observed in the levying of taxes. For the most 
part consideration of the questions involved is theoretical and large 
portions of the book are devoted to citations of the opinions and precepts 
of writers both well known and obscure. There is, however, a singular 
lack of attempt to substantiate conclusions of theory by inquiry into the 
experience of practical administrators. This deficiency, always serious 
in a work dealing with public finance, is all the more glaring when the 
author professes, as does Mr. Jones, to find in “economy” the first 
principle of taxation. 

Before taking up the main problem of his investigation the author 
finds it necessary to classify public revenues in order to isolate taxes from 
other forms of governmental income. Public revenues are divided into 
(I) Pure Taxes, (II). Quasi-Taxes, and (III) Profits. Pure Taxes are 
“compulsory payments made by persons to a governing body, and not 
guaranteeing any definite services” (p. 29). Profits, on the other hand, 
“‘are the excess of income over expenditure, in transactions where there 
is an exchange of economic goods or services” (p. 30). Profits include 
all such receipts as the rent of domains, net gains from state industries, 
lotteries, fees, and “‘monopoly profits”’ generally (pp. 5 and 18). If this 
category is constructed simply to receive the odds and ends of revenue 
that cannot be classified as pure taxes, well and good. But if a thorough- 
going classification is here attempted the author should explain how 
such unlike items as fees and monopoly revenues can be included in 
the same group. Furthermore, his use of the term “profits” requires 
more than the perfunctory justification he gives it. It is also a ques- 
tion whether the true terminological counterpart of a tax is not a “price”’ 
instead of a “profit.” 

The category Quasi-Taxes is invented because the author finds that 
certain kinds of public revenue partake of the characteristics of both 
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taxes and prices, or, perhaps, because certain forms of public revenue 
contain elements of both. Thus it is recognized that the charges of a 
public monopoly, such as the post-office, may partake of the nature of a 
tax. Thus far the author is probably in agreement with the majority 
of writers on public finance. But his test to determine the presence of 
a tax in such charges is far from satisfactory. Bastable’s well-known 
criterion is rejected. In the author’s opinion, if the state charges more, 
on the whole, than would a privately managed concern for an equivalent 
service, it is taxing the consumer. But no well-defined principle emerges 
from this distinction because the conditions that determine the charges of 
private concerns are not reducible to definite terms. Moreover, since, 
with respect to many services rendered by the state there is no possi- 
bility of establishing the price that would be charged by a private con- 
cern, the test is of little practical value. In the relatively few instances 
in which it is feasible to compare the established prices of government and 
of private industries for equivalent services, the test is inconclusive. 
Should the prices of government industries be compared with those of 
unregulated private monopoly ? or with those of competitive industry ? 
or with those of private monopoly tempered by governmental regula- 
tion? In short, the author emerges from his discussion of classification 
with very few tenable conclusions; but his definition of taxes is, on the 
whole, sound, and that is the most important thing. 

In levying taxes governments, according to Mr. Jones, should be 
guided by the principle of “economy.” This principle demands that 
all taxes be so levied as to cause the least loss in social productivity. 
But why a Joss in productivity? Ought not statesmen and financiers 
to take care that taxes be so levied as to cause the greatest gain in pro- 
ductivity? The author’s answer to this question is that the tax causes 
a loss, but that the expenditure of the proceeds of the tax may bring 
about a gain. Not content with this avoidance, he goes farther (p. 172) 
and asserts that if the tax is used to make a definite return to the tax- 
payers, or to the community, it is not a tax at all but a quasi-tax! Pure 
taxes “have no reckonable counter-payments.”’ 

From the general proposition that taxes should cause the smallest 
possible loss in social productivity certain subsidiary conclusions are 
drawn. Taxes should be collected from the least useful parts of incomes; 
they should not cause retrogression in the technique of production; they 
should not bring about a less productive distribution of income or a less 
productive distribution of population among occupations; they should 
be cheaply collected; and, finally, they should be open to as little evasion 
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and fraud as possible (p. 197). With all these minor precepts we may 
agree, if the tax that satisfies them is also a good revenue-producer. 
But the author utterly rejects the canon of productivity. It is scarcely 
a principle of taxation at all; for to get revenue is the end of all taxa- 
tion (p. 156). ‘To say that taxes must be productive gives one no guid- 
ance in their levy (p. 158). If the author means that productivity is 
of such importance as to overshadow all other canons, and hence must 
be assumed for all taxes, we may agree with him. But if he means that 
other considerations, which he includes under the canon of “‘economy,” 
come first he puts himself in the impossible position of advocating a 
tax system for its own sake. His meaning is far from clear. 

The principle of economy in conjunction with the law of diminishing 
utility leads, in theory at least, to “Procrustean” taxation (p. 187). 
This formidable term means that taxes should be rapidly progressive 
even to the point of being imposed solely upon large incomes. The 
practical impossibility of such confiscation is, however, acknowledged. 

The remaining orthodox canons of taxation are quickly disposed of. 
Certainty and justice, the author asserts, may be deduced from the 
principle of economy. Political restraints and the necessity of modify- 
ing theoretical conclusions to meet practical situations are recognized as 
necessary evils. On the whole the study is suggestive of many points 
of controversial interest; but it fails to make good the case for “econ- 


omy” as the first principle of taxation. 
FREDERIC B. GARVER 
LELAND STANFORD JUNIOR UNIVERSITY 


British Railways: A Financial and Commercial Survey. By W.R. 
Lawson. New York: D. Van Nostrand Co., 1914. 8vo, 
pp. xxxii+320. $2.00 net. 

Mr. Lawson’s latest book might be entitled “‘ What Is the Matter with 
the British Railways ?”’ were it not that that would suggest a querulous 
attitude, whereas the tone of the present work is rather calmly critical. 
It if a description and estimate of the work of the British railway system, 
of its achievements and its shortcomings. If the author is a trifle 
impatient of parliamentary control, he nevertheless shows no disposition 
to exempt the railway managements from responsibility for wasteful or 
mistaken policies. He also includes a short historical sketch of the 
development of the British transportation system, which is, however, not 
the most interesting part of the book. 
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The heavy cost and capitalization of the British railways is first dis- 
cussed. Part of this capitalizatior is purely “nominal.” Securities 
have been converted into-others of greater par value and lower rates of 
return and some stock dividends have been made, but this is not ordinary 
“stock-watering.” ‘‘No one need be misled by them, as every railway 
company distinguishes them in its accounts from capital actually paid 
up. They are also stated separately in the annual returns of the Board 
of Trade” (p. 2). Other causes of high capitalization have been the 
heavy parliamentary expenses in the beginning, and the policy of pro- 
viding facilities for all sorts of subsidiary services, a policy which the 
author contrasts unfavorably with the American method of “farming 
out” the “side shows” to independent individuals or companies. In 
general, he is of the opinion that the idea of “competition in service” 
rather- than in rates has led to much waste, and that shippers and 
travelers are paying for costly collections and deliveries, unduly fast and 
frequent train service which reduces the proportion of paying weight, 
and other things they might be better off without, if they could pocket 
the saving in the shape of lower rates. It is interesting to see the 
British railroads criticized for diluting their earnings with the costly 
express service and special-equipment cars, while these portions of our 
own carrying agencies are under fire for their disproportionately high 
profits. 

The statistics of the British roads are shown to be inadequate, though 
the author doubts the supreme value of the ton-mile unit and believes 
other information of more value might be gathered first. In rate- 
making, he feels the short-distance shipper is unduly burdened by the 
combination of heavy terminal charges with haulage rates that are 
extra high for short distances; and yet he admits that short hauls are 
less profitable than long ones, indicating that the extra charges are not 
heavy in proportion to the cost of handling the traffic. In passenger 
fares the author ridicules the habit of making very largely reduced 
excursion rates dependent on returning inside a given limit of time. 

A considerable feature of the book is the comparison of British and 
American ways of doing things, much to the advantage of America. 
Indeed, Mr. Lawson urges the abandonment of the service of collection 
and delivery, with the force of station porters it makes necessary, and 
the adoption of the American system, by which the train crew handles 
the freight at local stations. He notes that British managers of goods 
traffic are reluctant to let any outside agency do any part of the work, 
while the passenger department hires out transportation “in bulk” 
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quite freely, to the loss of their regular traffic. In both these matters, 
the American policy is the opposite of the British. His information as 
to American practice is not infallible, however, for he commends us for 
allowing reduced rates on five-ton lots and on trainloads (p. 122). 
With regard to labor, he fears that the growth of its power and privi- 
leges will make it in the end “co-optive,” though the fact that railway 
boards of directors are also virtually self-perpetuating bodies does not 
seem to worry him. Indeed, throughout the book the prevailing point 
of view is that of the investor—and quite naturally so. It is an inter- 
esting book, and should prove of interest to all American students of 
transportation who enjoy seeing themselves as others see them. 


J. Maurice Ciark 
AMHERST COLLEGE 


Immigration: A World Movement and Its American Significance 
By Henry Pratt FarircHItD. New York: Macmillan, 1913. 
8vo, pp. ix+455. $1.75 net. 

Professor Fairchild’s volume is a welcome addition to the literature 
of immigration. From its predecessors it differs generally in its broader 
outlook, its more systematic analysis, and its utilization of a.large 
accumulation of recent data. 

The first quarter of the book is historical, tracing by periods the 
character and comtemporary problems of immigration. Much of the 
substance here is chosen from scattered and neglected places. The 
whole field deserves further working. In particular we should like 
evidence, if possible, on the question how far the specific forms of our 
industry “called” immigrants to the country and how far immigrants 
came because of supposed better general opportunities to get an eco- 
nomic foothold. Mr. Fairchild is with those who hold that the recent 
coming of South Europeans checked the coming of North Europeans 
(p. 133). That such an influence was really powerful seems to need 
more demonstration than is offered. 

There is a good chapter entitled “The Causes of Immigration,” but 
it deals almost wholly with the artificial causes. The more fundamental 
causes are discussed briefly in the preceding chapter, which purports to 
deal with volume and racial composition. Here are two pages each, for 
example, on Austria-Hungary and Italy. Much of the information is 
questionable or not clear in signification. To say that rents in South 
Italy are such that “as much as $160 per year per acre is paid for an 
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orange garden” is no more to explain the emigration of South Italians 
than to say that the rent of New York City blocks should prevent Italians 
from immigrating to New York. A book that discusses immigration as 
a world-movement should more clearly show causes in their sequence 
than these pages do. The next two chapters, on steamship conditions 
and the conditions upon landing, are both novel and interesting. 

The chapters which follow (xi-xvi) deal with the immigration 
situation in the United States. It is a pity that some rearrangement of 
material in these did not take place. The more specifically economic 
aspects of immigration are so difficult to handle and so much in question 
today that, as it seems to the reviewer, they should have been dealt with 
together instead of being scattered. Thereby the other elements of the 
problem would have been more convincingly set forth. Chap. xi, chiefly 
on the birth-rate, is well done; while accepting much of Walker’s argu- 
ment, it has a background of its own. Chap. xii gives an excellent 
descriptive review of the immigrant-housing problem. Chap. xiii com- 
pares the low wages of immigrants with the sums supposed necessary to 
a sufficient living standard. Exploitation, religion, recreation are 
handled, with freshness of view, in chap. xiv; pauperism, crime, and 
insanity in chap. xv. A curious passage in the latter chapter, accepting 
the proposition that “pauperism is not something that the immigrant 
brings with him, but is the result of a considerable period of life and 
experiences here,” is followed by an elaborate paragraph in which the 
causes of pauperism are centered in the characteristics of the immigrants. 

The economic discussion of these chapters, though far better than 
that of previous books, leaves much to be desired. There is a good 
statement of the relation of wages and a rising tide of immigration to 
the revival of trade; there is a refutation of the notion that during 
depressed times the return of aliens to Europe constitutes a “safety- 
valve” for employment; there is a pertinent handling of the notion that 
immigrant influxes “push up” Americans and older immigrants. The 
author considers that immigration tends to lower many rates of wages, 
but the grounds of his argument are not wholly clear. Too much seems 
made of the standard of living. “It is not,” we read, “because he has 
had to compete with more laborers, so much as with cheaper laborers, 
that the American workman has failed to secure a higher remuneration 
for his services” (p. 303). If in New York the number of bricklayers 
were to be doubled by immigration and the immigrants were every bit 
as capable as the Americans and all were to find employment, then the 
wage for both would still tend to fall. To assume a maintained wage is, 
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other things equal, to assume that the newcomers would get no employ- 
ment. How far the employer really gains by “cheap” labor and how 
far, because of competitive business, he only seems to gain, is apparently 
not clear. There is a suggestive discussion of the relation of immigra- 
tion to crises, but students of crises are likely to find their problem stated 
in simpler terms and with more assurance than they would accept. In 
particular the reasoning on pages 357-59 upon the relation of immigra- 
tion to the crisis, as a phenomenon of underconsumption, and to savings 
must be unacceptable to many. It may also mislead to declare that 
immigrants’ remittances “are savings actually withdrawn from the 
wealth of this country and sent abroad to be expended there” (p. 345). 

The last chapter (xix) contains a discussion of the effects of emigration 
upon Europe; its basis of information is scarcely wider than that on the 
causes Of emigration. This again is unfortunate, because the book pur- 
ports to deal with a world-phenomenon, and also because there is prob- 
ably much in the European problem of emigration to confirm the author 
still further in his recommendations for a restrictive policy. 

To dwell upon doubts and defects as much of this review has done is 
only to emphasize again that immigration—truly a world-phenomenon— 
still offers a field for both the intensive study of conditions and the 
judgment of theory. Mr. Fairchild’s book is itself a good one, the best 
book in its field today, a book which appears to sustain its main argument 
better than do its competitors. College courses on immigration can 
profitably use it both for direct instruction and for argument. 


RoBERT F. FOERSTER 
HARVARD UNIVERSITY 


Progressivism—and After. By WILLIAM ENGLISH WALLING. New 
York: Macmillan, 1914. 8vo, pp. xxxv+406. $1.50 net. 

In this, the latest volume from Walling’s pen, we encounter the 
“economic interpretation of politics’’ in strenuous operation. It is 
an attempt to locate certain types of present-day political and industrial 
progress as successive stages in the increasingly self-conscious historic 
process culminating in the socialistic consummation. That a complete 
and absolute social democracy is to be the outcome of our economic, 
political, and social evolution, notwithstanding well-recognized obstacles 
and counter-tendencies in the way, admits of no hesitation in the author’s 
mind. It is his working faith even more than his working hypothesis. 
If it be granted that the present cannot be adequately interpreted except 
in the light of the past, it is at least equally true that such comprehen- 
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sion is unattainable except from the vantage point of the future. Wal- 
ling accordingly assures us that by virtue of his radically sophisticated 
socialistic standpoint he is able to apprehend in their true historical 
perspective such contemporary social movements as “ Progressivism” 
and “Laborism,”’ which he finds manifesting themselves with increasing 
vigor in all the more advanced industrial countries of the globe. He has 
come to regard them both as passing but essential stages in the march 
toward Socialism; and, so far from herein underrating their importance, 
assigns to them a functional significance and far-reaching sociological 
implications, which to their immediate and partisan adherents neces- 
sarily remain obscure. 

Our author proceeds from the assumption—which presently reap- 
pears as a dogma—that “every ruling social group is an exploiting 
group,” and that the rule of privileged minorities is destined soon to 
give way to that of privileged majorities, which in turn is sure to be 
overthrown by the unprivileged masses, when class-rule and exploitation 
will simultaneously and finally come to an end. To the economic 
ascendency of each class or income group in the population there cor- 
responds a characteristic type of social and political organization. Thus, 
viewed as the sum of the many and earnest efforts now making for “the 
more scientific organization of industry by govérnment,” the progressive 
movement reflects at the same time the rise into political dominance 
of the small capitalist and farmer classes, and the parallel displacement 
from power and privilege of the older ruling class—the large capitalists, 
“big business,’ monopoly, or plutocracy. The authoritative spokes- 
men of Progressivism, under whatever party banner (Roosevelt, Wilson, 
Lloyd-George, Winston Churchill are most frequently quoted), seem 
agreed that the principal beneficiaries of their proposed reforms, however 
broad and even revolutionary in effect they appear, are to be the class 
of small capitalists, farmers, and professionals whose income is derived 
in part, if not in chief part, from their own industry and enterprise. 
These middle classes are interested in the efficiency and conservation 
of labor, a low cost of living, and the prosperity of wide sections of the 
population. And the form of politico-economic organization represent- 
ing this stage in social evolution, namely State Capitalism, is character- 
ized by such policies in taxation, legislation, and administration as are 
best calculated to secure these ends. 

Not only does Walling here concede to a capitalistic régime, as such, 
another not inconsiderable lease of life, but he finds no difficulty in admit- 
ting—in sharp opposition to orthodox Marxists generally—that great 
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and fundamental improvements in the conditions of life and labor are 
in store for the wage-earning masses at the hands of the capitalist ruling 
class. Not the progressive impoverishment of the masses, but their 
scientific uplift and systematic conservation as representing the most 
valuable natural resource on which modern industry and the small 
capitalist state are based—this is the slogan of Progressivism. But 
such improvement and economy, while actually effecting the elevation 
of the standards of living of the wage-earners, especially of the unskilled, 
have for their immediate motive neither altruism nor a larger patriotism, 
but the increase of productivity, profits, and prosperity for the middle 
classes, which control the government. As soon, moreover, as these 
capitalistic reforms no longer rebound primarily to the advancement of 
profits, they will be promptly abandoned. When that point is reached, 
however—and it is already in sight in certain parts of the world, e.g., 
Australia—the aristocracy of labor and corresponding income classes 
will have grown sufficiently powerful both industrially and politically 
to wield the balance of power in government and to secure for them- 
selves the benefits of a ruling class. This is the stage identified by 
Walling as State Socialism or Laborism; and this, not out-and-out 
Socialism, he maintains, is the true objective point of the leaders of the 
socialist movement today. It is when this stage is reached, he predicts, 
and not till then, that the essential but persistently neglected conflict 
of interests within the working class will come clearly to recognition. The 
unskilled masses will be forced to organize against the skilled in order 
to gain by another and final class struggle that actual equality of 
opportunity which continues to be withheld from them. 

The exploitation of labor by labor is a common enough fact of 
observation on our industrial battlefield, but it is a phenomenon of recent 
growth, which Marx failed to foresee, and which his more dogmatic 
followers still refuse to see. The solidarity of the working class is a 
pious myth. Contemporary socialist parties everywhere avow it as 
fundamental truth, making common cause with non-socialistic trade- 
unions, while discouraging the independent organizations of the unskilled. 

Socialism, as distinguished from State Socialism, however, is 
definitely bound up with the emancipation of the laboring masses as such. 
It means nothing more or less than their advancement at the expense 
of capital and privilege in every form and guise. It means, therefore, 
the abolition df all class-privilege and class-rule, and the inauguration 
of a social democracy, that by means of universal free competition(!) 
realizes an unconditional equality of opportunity for all. 
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The reader will no doubt be pleasantly stimulated if not convinced 
by the author’s optimistic faith, which now and then expresses itself 
in more or less utopian prognostications. From his own premises it is by 
no means apparent why, instead of achieving their final emancipation, 
the masses of wage-earners should not be successfully kept in a permanent 
minority through the constant defection of their upper stratum, and so 
remain an inferior caste to be exploited indefinitely, though rationally, 
for the benefit of 2 homogeneous and class-conscious ruling majority, 
within which, indeed, equality of opportunity obtains. It is only by the 
somewhat arbitrary assumption of new, vertical, cleavage lines, corespond- 
ing to occupational differentiation in the exploiting majority, and the ab- 
sence of such divisions in the exploit-d minority, that the author sees 
any possibility of relative advance by the latter. Obviously a gloomy 
prospect for Socialism, this! On the principle, moreover, that an 
“upper group will always use its power chiefly . . . . for its own pur- 
poses” (p. vi), one might legitimately ask: “Why should a permanent 
subject minority ever attain the political power requisite for wresting 
from a democratic ruling majority the privilege and power that keep 
it in subjection ?”” One is reminded of that fabled feat of the individual 
who lifted himself by his own boot-straps; and the author himself seems 
to have been vaguely conscious of the objection, without succeeding in 
dispelling it. 

In view of his final admission that great “progress is to be expected 
from the successive rise into power and prosperity of new elements of 
the middle class—and of the upper layers of the wage-earners”’ (p. 321), 
and in view of his other admission that “Socialists are very minor 
factors in bringing such progress about” (p. 168), it is not easy to see 
why the author should take contemporary socialist parties so severely 
to task for their opportunism, their “‘Laborism,” and their readiness t6 
support in the spirit of Realpolitik measures and policies of social and 
economic reform championed also by middle-class progressives. 

Aside from these inconsistencies, however, the present attempt to 
interpret “Progressivism—and After” is as penetrating and suggestive 
as it is timely. The author has performed a notable service to socialists 
and others alike in presenting them with a critical yet sympathetic 
evaluation of the historic réle and function of the great intermediate 
stages necessarily preceding Socialism, viz., State Capitalism and State 
Socialism. This analysis should at once sufficiently refute the persistent 
dogma of the practical impossibility as well as that of the theoretical 
inevitability of Socialism. PAuL WANDER 


LELAND STANFORD JUNIOR UNIVERSITY 
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Women Workers in Seven Professions: A Survey of Their Economic 
Conditions and Prospects. Edited for the Studies Committee 
of the Fabian Women’s Group by EpirH J. Mortey. London: 
George Routledge & Sons, Limited; New York: E. P. Dutton 
& Co., 1914. 8vo, pp. xvi+318. $2.00 net. 


This volume, dealing with limitations under which trained women 
suffer in England, is an expression of the realization that wider oppor- 
tunities for such women must be secured along professional lines, in order, 
first, to obtain the kind and quality of work which is necessary in those 
occupations which are already open to women; second, to open to women 
of ability a way to those occupations for which they are adapted by 
natural gift and by social position. Obviously, if the higher positions 
in any profession are closed to women that fact discourages the ablest 
women from occupying the humbler positions and prevents most women 
from qualifying themselves even for the humbler positions in the best 
possible way. Therefore in order that the community may have the 
highest grade of service in these humbler lines of employment the 
possibility of promotion must be secured. Moreover, the community 
is in need in all lines of service of the entire capacity of its members. 
There are now many girls of real capacity able because of the economic 
position of their families to take long and arduous training, and there is 
an enormous and immeasurable waste at the present time resulting from 
the failure to utilize the full ability of just such women. For such as 
these it is very desirable that the highest positions in the teaching pro- 
fession, in the medical profession, in public service, and in the legal pro- 
fession should be open. This book attempts to make known to young 
women who are able to prepare for occupations requiring preliminary 
training the exact cost, the desired qualifications, the nature of the 
openings now available and those which may be reasonably expected 
in the near future, and the satisfactions other than pecuniary attached 
to the seven professions chosen for discussion: namely, teaching; the 
medical profession including dentistry; the nursing profession with 
midwifery and massage; inspectorships and positions as health visitor; 
women in the civil service; women clerks and secretaries; acting as a 
profession. 

The various portions of the book are written by women who have 
succeeded in the occupations described: for example, Miss Morley, 
the editor of the series, herself a university lecturer, writes on women at 
universities and university teaching as a profession; Dr. Morrell, who 
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writes the article on the medical profession including dentistry, has been 
assistant medical officer of health under the London County Council, 
a lecturer in the London County Council and Battersea Polyclinic, an 
honorary medical officer, and a medical registrar and resident house 
physician at the Royal Free Hospital, London; Miss Musson, who con- 
tributes the portion of the material on nursing, is the matron of the 
General Hospital at Birmingham; and Miss Barton, who writes on 
nursing in poor-law infirmaries is president of the Poor Law Infirmary 
Matrons’ Association; Miss Ashwell contributes the article on acting as 
a profession. The publication is the first in a series proposed by the 
Studies Committee of the Fabian Women’s Group, and is published 
under the general patronage of Mrs. Charlotte Wilson, Mrs. Pember 
Reeves, author of Round About a Pound a Week, and Mrs. Bernard 
Shaw. The material presented is so practical and so well organized 
as to be extremely interesting to the American reader, and undoubtedly 
of very definite service to the English woman undergraduate seeking 
“vocational guidance.” To the American reader the two interesting 
aspects of the volume are its treatment of the problem of equal pay for 
equal work, and the right of professional women to continue their work 
after marriage if they feel that they can do so without undue sacrifice 
of either domestic or professional interests. The doctrine of these writers 
is perfectly plain—they claim the right of professional women to be 
admitted to occupations for which they may present undoubted quali- 
fications, to receive pay based upon the quality of their work and not 
upon the fact of sex, and to decide for themselves whether or not they 
will marry, and if they marry whether or not they will continue their 
professional work. They make very clear the disadvantages flowing 
from refusal to recognize the quality of the work by reasonable promo- 
tion in university work, in the medical profession, and in the public 
service. They point also the effects on the profession itself of the failure 
to recognize the principle of equal pay for equal work. If men refuse 
to open the front door of equal pay and equal opportunity they have 
only themselves to blame if women get in by the back door of scabbing; 
but the men alone cannot pay the cost of such archaic and wasteful policy. 
The waste, the stupidity, and the injustice of determinations by men 
regarding the right of professional women to continue their work after 
marriage is presented very strongly; in some cases by indicating the loss 
of able women to the profession, in other cases by the loss to the nation 
of the kind of families which could be established by these competent 
women. The book is well worth the consideration of all college and 
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university officials who are undertaking to give vocational guidance 
to undergraduate students, and it would certainly furnish enlighten- 
ment to boards of trustees of colleges and universities and those who are 
responsible for the selection of capable civil servants. Although there 
is the lack of unity characteristic of papers prepared under arrangements 
of this kind, there is a high level of literary ability maintained, as well 
as a vigorous grasp of professional and economic problems. 


SOPHONISBA P. BRECKINRIDGE 
UNIVERSITY OF CHICAGO 


Law, Legislative and Municipal Reference Libraries. By Joun B. 
KaIser. Boston Book Co., 1914. 8vo, pp. xii+467. $4.00. 
Including an index of thirty-three pages, Mr. Kaiser’s “introductory 
manual” of law, legislative, and reference libraries comprises a book of 
467 pages. Important as these types of special libraries have grown to 
be within five or six years, it is doubtful if a sense of proportion would 
justify such a formidable exposition of the subject. The inclusion of 
many lists of catalogues and other library publications, some of them 
of passing or doubtful utility, is responsible for much of this bulk. 
Perhaps, after all, it is ungenerous to complain of overabundance when 
there can be no criticism of omission. Mr. Kaiser has certainly garnered 
the field diligently. But he has been more than a mere compiler of 
disassociated facts. In orderly and logical arrangement he traces, from 
inception, the evolution of the law and legislative libraries, clearly indi- 
cating their departure from the purposes which originally gave rise to 
their establishment, and their present-day attempt to meet the expand- 
ing needs of public officials, administrative and legislative, and of 
publicists and quasi-public organizations. He well summarizes the 
distinction between these types of related special libraries: 


The law library must provide the facts of existing law for those who must 
apply it as it is—the judge, the practitioner of law, and law students. Legis- 
lative and municipal reference libraries aim to supply one factor of the problem 
of intelligent legislation by providing in addition to existing law the facts of 
comparative experience, both to be used by lawmakers as a basis for more 
intelligent and scientifically planned legislation. 


Law libraries, doubtless owing to the fact that they serve smaller 
groups of users, are far more numerous than legislative reference libraries. 
Of the former, 534 in the United States, and 100 in Canada, embracing 
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governmental, court, school, and association law libraries, have been 
listed by the American Association of Law Libraries. Thirty-four 
of the states have established legislative reference libraries, and most 
of the cities in the chief group of municipalities now support similar 
bureaus adapted to their own special local needs. Their differences of 
method and of scope are pointed out by Mr. Kaiser, who adds his own 
informing comment, criticism, and suggestion. He also quotes liberally 
from recognized authorities on the making and revision of law, their 
views on the lack of expert advice hitherto, and the need of critical data 
and information as to world-experience in order to secure scientific 
legislation. The conclusion reached is that ill-advised and ill-assimilated 
legislation, while doubtless influenced in part by popular prejudices, is 
more often due to lack of opportunity to secure and study authoritative 
information. The multiplication of reference bureaus dealing each 
within its own province with the increasingly complex problems of state 
or city, and not only aiming to furnish recognized and important eco- 
nomic and social principles to lawmakers, but attempting as well through 
experts to give proper legal form to statutes and ordinances, is therefore 
regarded as ultimately furnishing a partial remedy at least for the ills 


now afflicting the statute books. 
Henry E. LEGLER 
CHICAGO 


The Operation of the New Bank Act. By THomaAs Conway, Jr., 
and Ernest M. Patterson. Philadelphia: J. B. Lippincott 
Co., 1914. 8vo, pp. 431. $2.00 net. 

The authors of this volume have performed a real public service in 
connection with the reorganization of our banking system. In less tuan 
a month from the passage of the currency act in December this book was 
available for the use of teachers, bankers, and business men generally; 
and there can be little doubt that it has been of much assistance in 
acquainting the country with the nature and scope of the new banking 
system and especially with the problems arising in connection with its 
inauguration. The writing of the book had been begun about six 
months before the passage of the act, thus making possible its early 
appearance. It is evident that a book thus hastily and prematurely 
written must necessarily prove of only temporary service; and the 
authors have frankly recognized its ephemeral character. 

The method of exposition employed has been to present, first, a 
general summary of the law, and then to analyze it under the following 





812 JOURNAL OF POLITICAL ECONOMY 


main divisions: Ownership; Control; Rediscounts; Foreign Accept- 
ances; Bank Notes; Inflation; Open Market Operations; Control of 
the Goid Supply; Government Deposits; Reserves; Clearings and Col- 
lections; and Effects upon the Different Classes of Banks. An appendix 
contains the complete text of the act. 

The authors have followed a commendable policy in presenting con- 
flicting opinions upon moot questions, and in giving liberal quotations 
from prominent bankers on important points. Indeed there is much 
internal evidence that the writers have drawn very heavily from corre- 
spondence and conversation with the banking fraternity—an admirable 
method for the problem in hand. 

The discussion of bank notes appears to the reviewer particularly 
well handled. It is shown that when the new system is in operation 
we may have three classes of bank notes in our currency system: some 
of the present bond-secured notes issued by individual banks; bond- 
secured notes issued by federal reserve banks, designated by the authors 
“reserve bank notes,” and federal reserve notes issued on the security 
of commerical paper. The problems in connection with the redistribut- 
ing of the reserves of the country are also well developed. Elaborate 
arithmetical computations have been made to show what changes will 
result in the central reserve and reserve cities as compared with the 
country banks. The discussion of the future of New York as a financial 
metropolis is interesting, though, properly enough, no definite conclu- 
sions are reached. It is believed that the prohibiting of the 2 per cent 
interest now paid by New York banks on bank deposits will make cheap 
call money on an extensive scale a thing of the past. It is pointed out, 
however, that this will probably not spell the death of stock-exchange 
speculation through the use of call money. It may merely mean higher 
call rates; for it is thought that abundant money for stock-exchange 
loans may be secured through the rediscount of the assets of New York 
banks by out-of-town banks at 3 or 4 per cent. These funds would 
then be available for call loans at 5 or 6 per cent. Whether such a 
practice could be prevented by the Federal Reserve Board without 
undue interference with legitimate banking operations time alone will 
disclose. 

It is to be regretted, in view of the widespread public interest in the 
question, that nowhere in the book appears a separate discussion of the 
adequacy of the new law to prevent financial panics. The various pro- 
visions that touch the panic question are of course set forth in connection 
with the chapters to which they particularly belong; but it would have 
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been a distinct gain if all these provisions had been brought together 
and a judgment rendered as to the net result. 

The writing of chap. i—‘‘ Defects of the Present Banking System” — 
was a grave mistake. It is so woefully wanting in grasp and consistency 
that it well-nigh condemns the book for the reader who begins with 
this chapter. On p. 1 the national banking system is said to have “been 
reasonably satisfactory in operation.” It was fundamentally sound. 
On p. 3 we are told that “it has been apparent for many years that 
the whole system was defective.” It comes as distinct news to those 
who have read the financial journals of 1907 to learn that “there were 
no conditions which would cause a panic in Minnesota, in the Middle 
West, in the South, in New England, or in any part of the country except 
New York City” (p. 9). Practically all of our panics, likewise, have 
not been caused by any inherent unsoundness in business (p. 4). We 
are much interested in reading on p. 5 that the panic of 1907 was almost 
entirely a bankers’ panic, that it “was the result of unwise management 
of banking affairs”; but when we read on p. 17 that the banking and 
currency problem “has not arisen from mismanagement of our banking 
institutions” we are only much confused. 

Another serious fault is the apparent failure of the authors to under- 
stand the real nature of commercial bank deposits. A bank deposit, 
it would seem, can be created only by an actual placing of money or 
funds in the bank. On p. 10 it is stated that “the major portion of a 
bank’s capital and of the funds of the depositors is invested in short-time 
commerical paper; . . . . in high-grade bonds, . . . . and other securi- 
ties.” Again, “A bank cannot earn dividends by keeping the funds of 
its depositors lying idle in its vaults” (p. 10). Other similar statements 
in various connections might be cited. 

On the other hand, the idea that the deposits of a commercial bank 
arise mainly from discounts and loans does not appear anywhere in the 
book. The correspondence between loans and deposits would evidently 
be explained by the thought that A’s deposit is merely B’s loan. One 
result of this conception of the nature of deposits is to lead to the con- 
clusion that ‘“‘a bank whose depositors are made up of foreigners who 
cannot read English or who do not understand the customs of the country 
would need a larger reserve than an institution dealing with less excitable 
people” (p. 5). This is a good working principle with savings accounts; 
but it has little relevancy to the problems of commercial banking. 


H. G. Mouton 
University oF CHICAGO 
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Principles of Industrial Organization. By Dexter S. Krwpatt. 
New York: McGraw-Hill Book Co., 1913. 8vo, pp. xiv+272, 
$2.50. 

Perhaps not the least interesting thing about this volume is the 
criticism it has aroused among certain economists who have viewed 
it from an angle never contemplated by its author. Indeed, the fact 
that a book intended primarily for engineering students should be dis- 
cussed and reviewed by economists at all is an interesting sign of the 
times; an indication that, whatever may be the fate within the worka- 
day manufacturing world itself of the attempt now being made to apply 
scientific methods to industry, the movement has already had a decided 
influence upon our economic thinking. The reason for all this is not 
difficult to discover. But that is not, perhaps, within the province 
of this review. The reviewer may, however, be permitted to raise 
the question whether this reawakened interest among economists in the 
first-hand study of industry as it is—in the details of processes and the 
reasons, mechanical and technical, for existing industrial forms—may 
not point to at least one line of approach toward the attainment of the 
ideal raised by those economists, who, dissatisfied with the cut-and-dried 
taxonomy so characteristic of much of our economic thinking, are crying 
out for a study of things as they are.* And, should the followers of the 
older school despise the dirt and noise of the machine-shop and foundry, 
let them turn again to one they claim for their prophet and ask the 
question: Upon what did Adam Smith base his plea for laissez faire 
if not upon just such an intimate inquiry which had led him to see the 
possibilities of increased productivity through division of labor which 
could only work itself out under a freed industry ? 

But to return to the innocent occasion of this digression, Professor 
Kimball’s book. The volume may be divided roughly into three main 
sections: first, the preface (really an important and integral part of the 
book) and the conclusion (chap. xix), which together outline the raison 
d@’étre of the work, develop the mode of attack, and, finally, sum up the 
points scored; second, chaps. i-iv, which present the historical material; 
third, chaps. v—xviii, which treat of the principles of industrial organiza- 
tion per se. As the review is concerned with the first two of these divi- 
sions, consideration of them at this point would be redundant. The 
discussion of the principles of industrial organization given in the third 


: It is not without significance that the most successful disciples of this school have 
been men working in the field of labor. 
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section does not differ in outline materially from what may be found in 
works upon this subject already in the field. It may be interesting, 
however, from a pedagogical point of view, to note that Professor 
Kimball breaks away from the plan followed by Diemer, Tyrrell, and 
others, in that he reserves the discussion of plant location for the end of 
the book, after the examination of all the factors involved. 

From the narrow viewpoint of the economic theorist there is much 
in the first four chapters of the Principles to excite criticism. From the 
standpoint of a textbook for engin<ers only, one wonders why these 
chapters were included. But once the theme of the book is recognized, 
not only does this become clear, but it is immediately seen that the work 
would fail of unity without this section. What, then, is the theme? 
To use the author’s own expression, it is 
an endeavor to set before young men entering the industrial field the salient 
facts regarding the most important movements with which they are sure to be 
brought in contact, and to explain the origin and growth of the important 
features of industrial organization To the engineer whose ever-widening 
circle of usefulness brings him more and more in contact with economic prob- 
lems these are matters of peculiar importance, and it is for the needs of young 
engineers primarily that the book has been written, being based on a course 
of lectures given by the writer for a number of years past at Sibley College of 
Mechanical Engineering, Cornell University. 


It has been the reviewer’s privilege, not only to sit under Professor 
Kimball during the time that this book was being planned, but to hear 
at first hand his hopes as to its sphere of influence. 

To appreciate the point of view of the author we must realize the 
type of man with whom he is dealing and also something of the educa- 
tional background that goes to make this type. Educators have long 
realized that an engineer must be something more than a technician; 
but custom and necessity have crowded the work of the engineering 
school into the space of four short years with the resultant impossibility 
of giving a well-rounded training. The effect of this upon the student 
needs no comment here. He emerges in his Senior year with great 
faith in the technique of his own science, but without much appreciation 
of how that science fits in with the rest of human activities. Usually 
also he has a supreme contempt for such knowledge. That is to say, 
from the very nature of his work the machine, with all its possibilities 
of increased output and lessened unit-cost, has been his object of study, 
and his face has been set toward the improvement of that machine in 
order still further to increase its output and lessen its cost. That the 
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machine must operate among men has too seldom occurred to him. 
And that from the social viewpoint its improvement is large with possi- 
bilities for ill as well as for good is entirely foreign to his mind. 

Now the man who can best point out the wider social significance 
of the problem to these embryonic engineers is one who has already 
earned their respect through his own mastery of the technique of their 
science. and Mr. Kimball from the vantage-ground of years of success- 
ful experience as an engineer and teacher—an experience that has carried 
him from the Atlantic to the Pacific and back again—sounds a warning 
that will be at once understood, because the mode of expression is that 
of the shop, and heeded, by reason of the professional standing of the 
author. 

But all this does not mean that there is not much in the book for 
the economist and for his students. On the contrary, this man with a 
rather different way of putting things has vivified many facts that, 
essential as they are, have become trite through many repetitions. As 
an example of this, attention may be called to the analysis of the char- 
acter of the inventions that marked the industrial revolution. 

Finally, the book is well worth reading if only to secure the point of 
view of an engineer who, realizing as he does that “industry is the 
business of the civilized world and [that] the greater part of our prob- 
lems . . . . center around the great industrial questions,” is big enough 
to say to young men just about to give their lives to a study of manu- 
facturing that, after all, “the great problem that confronts us is not that 


of production but that of distribution.” 
F. M. Srmwons, Jr. 


UNIVERSITY OF CHICAGO 


The Credit System. By W.G.LANGWorTHY TAyLor. New York: 
Macmillan, 1913. 8vo, pp. 417. $2.25. 

For the present reviewer an adequate description of the contents 
of this book is an impossibility. Although he professes to know English 
and to have some acquaintance with two or three other tongues, he 
does not understand the language in which this book is written. Half 
of the sentences are enigmas which he has been unable to solve, and to 
trace the current of the author’s thought from paragraph to paragraph 
and from chapter to chapter is a task which would require more time 
than could be spared for a book review, even if it should not prove to 
be impossible. 
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Occasional partial glimpses of the author’s meaning here and there 
have resulted in the conviction that his thinking is profound and highly 
meritorious, and that, if it were expressed in intelligible language, it 
would contribute much toward the elucidation of the difficult and highly 
important topic of the mutual relations of money, credit, prices, and 
interest. He seems to reverse the réles ordinarily assigned to money and 
credit in the determination of prices, considering the latter the primary 
and the former the secondary factor. On the subject of interest he 
seems, partially at least, to co-ordinate and harmonize the views of 
Clark, Béhm-Bawerk, and Fisher, and on that of capital his ideas seem 
to be quite revolutionary. 

The author has evidently read widely and thought deeply, and in 
this book he has apparently attempted to give the world the results 
of a long period of hard work. It is a pity that he has not learned 
how to write in such a manner that he can be understood without an 


interpreter. Wituiam A. Scorr 
UNIVERSITY OF WISCONSIN 





Industrial Unrest and Trade Union Policy. By CHARLES BOooTH. 
London: Macmillan, 1913. Pamphlet. 8vo, pp. 32. 2d. 


The causes and cures for industrial unrest are once more considered and 
decided upon in this small pamphlet of Mr. Booth’s. He claims to make trade 
unions the media of his remedy, but his exposition of the scheme fails to show 
any reason why they should dominate the change. According to Mr. Booth, 
the cause of previous trade-union failures lies in false policies: the unions 
have too much confined themselves to attempts at raising wages through 
strikes. Such a course, the author says, could not be successful because it 
did not increase industrial efficiency. He would therefore have the workers 
classify employers in all industries into three groups on 4 basis of merit. The 
highest third should be given a position of vantage consisting chiefly of a 
promise of non-interference from the workers in order that the employers 
should be free to increase the productivity of the business. Part of this 
increased product should go to the workers. The scheme, eccording to its 
author, would be maintained because employers not in the first third would 
be competing to get into it, and would therefore give the men any possible 
advantage. Moreover, the first third would be striving to improve their 
plants in order to hold their place, and workers would benefit by the improve- 
ment. 

If this scheme could procure such results, nothing could be said against it. 
But that may at least be doubted. In the first place, to lay all the causes 
of industrial unrest at the door of trade-union policies is to give those policies 
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considerable weight. In the second place, claiming that those policies have 
been confined to wage-bargaining is not giving a just interpretation to American 
conditions, whatever may be true in England. Finally, as to the application 
of the remedy—with strong employers’ associations that are doing away with 
competition, it is questioned whether employers would return to a competitive 
state just because such a classification was applied by the unions. It has not 
been shown that they would be sufficiently benefited by doing so. Moreover, 
unless the men were unionized and under strong control no one could guarantee 
non-interference on their part; yet Mr. Booth says non-union men could 
carry out his scheme quite as well as union men. Finally, the only guaranty 
that any of the results of increased productivity would go to the workers 
appears to be the not always assured good-will of the employers. 


Social Forces in England and America. By H. G. WELLS. New York: 

Harper Brothers, 1914. 8vo, pp. 415. $2.00. 

“An Englishman Looks at His World,’”’ the title of the English publica- 
tion of this book, suggests more successfully the miscellaneous character of 
its contents and the rather cursory treatment of some of the topics. The 
first aeroplane, warfare, the contemporary novel, divorce, doctors, Chester- 
ton, and diverse other subjects vie for attention with the labor unrest, social 
panaceas, the “so-called science of sociology,” and a mildly sympathetic 
contemplation of American problems. To include all these multiform interests 
requires a broad reading of the term social forces. We find, however, a 
unifying idea throughout in Mr. Wells’s insistence on a great national plan 
of social development to which all reformative measures must be properly 
related and in which every individual must participate. The men who today 
are decrying the inadequacy of unrelated and inconsequentional reforms must 
approve this thought, even though they do noi share in the author’s vision of 
the Great State. 

Mediocrity is the taunt flung at present-day English society. Over- 
valuation of the commonplace virtues of mediocre men is, Mr. Wells charges, 
responsible for the inertia and declining influence of his country. How true 
this accusation may be in respect to England’s military prowess is even now 
being put to the test. The labor unrest he regards as an inevitable conse- 
quence of the idleness and extravagance of the moneyed classes. Limited as 
this analysis may seem, the corollary that “labor must be a part of every man’s 
life and the whole of nobody’s” gives succinct expression to a growing feeling. 

Mr. Wells calls his work a diagnosis rather than a prescription, although we 
wonder at that considering his impatience with the “Planless Progressives.” 
The book is, he says, “a fairly complete view of all my opinions.” The author’s 
eminence in English life commands attention for these views, animated as 
they are with his own particular originality and liberalism. 
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In Freedom’s Birthplace. By Joun Dantets. Boston and New York: 
Houghton Mifflin Co., 1914. 12mo, pp. xiii-+-496. $1.50 net. 

This book is a social study of the negroes of Boston. The author first 
traces the history of slavery in the United States, its origin and development 
being briefly given. Then the part played by Boston in the abolition move- 
ment is taken up, special attention being given to the negroes’ share in this 
movement and in the final overthrow of slavery. With the freedom of the 
negro came his struggle for social, economic, and political rights. The author, 
under these heads, traces the settlement of the negroes in Boston, their segre- 
gation in the city, their church relationships, their use of the ballot, the part 
they played in political affairs, their educational life, and finally their indus- 
trial development. Forced to rely upon their own resources, with no previous 
training, they had not an easy lot. Soon race prejudice arose and the “negro 
problem” developed, of which we have two viewpoints. The one looks upon 
the colored man as inherently different from and on a plane beneath the white 
man, and holds that its members should be kept more or less apart from the 
rest of the community, and definitely “in their place.” The other sees the 
negro solely or mainly as the victim of an unreasonable and unfair race or 
color prejudice, and demands as a matter of justice that he be raised to a place 
of parity with other elements of the population—at least in such respects as 
may be brought within the control of public or semi-publ’c regulations. 
This problem is before us to solve. It cannot be solved by either race alone. 
The two races must work together for the common good of both. 


Die Arbeitsmittel: Maschine, Apparat, Werkzeug. By Dr. FRANnz 
Matarf. Munich and Leipzig: Duncker & Humblot, 1913. 
Royal 8vo, pp. 214. M. 5.50. 

With painstaking exactness this study seeks to differentiate the three 
categories of the mechanical instruments of production: tools, machines, and 
apparatus. The author has found wanting in accuracy definitions offered by 
Marx, Schmoller, Sombart, Roscher, and others, and he suggests a number of 
new ones. An instrument of production is anything a worker interpolates 
between himself and the work material in order to complete the work. A 
tool is described as an active instrument of production having an economic 
object, which is passive to motioning power; a machine is an active instrument 
of production having an economic object, which transforms the motioning 
power. Tools transmit the crude power unchanged to the work, while machines 
transform the power. Apparatus are instruments of production which serve 
in the completion of a process. The book concerns itself mainly with those 
instruments classified as apparatus, and discusses in detail their general char- 
acter, technical peculiarities, material, size, products, and general economic 
importance. With inimitable German thoroughness, there has been gathered 
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together here a surprising amount of information relative to these mechanical 
instruments of production and their influence on industry. 


Japanese Government Documents 1867 to 1889. Asiatic Society of Japan 
Transactions, Vol. XLII, Part I. Edited by W. W. McLaren. 
Tokyo, 1914. 8vo, pp. ci+681. 

Dr. W. W. McLaren, professor of political science in Tokyo, has gathered 
together in this volume something over two hundred documents, mainly 
official, relative to those significant years in modern Japanese history between 
the fall of the Shogunate and the establishment of the constitutional govern- 
ment. The majority of the papers are concerned with the legislative and 
executive aspects of the popular government that slowly but surely made its 
way after the final overthrow of feudalism in 1871. An appendix includes 
some interesting speeches, memorials, and other unofficial documents relative 
to these same events. In an introduction the author outlines with critical 
comments the history of the period. The whole forms one of the most inter- 
esting of the publications of the Asiatic Society of Japan. 


The Evolution of New Japan. By J. H. Loncrorp. New York: Put- 
nam, 1913. 16mo, pp. 166. $0.40. 

The author in this small volume proposes to tell ‘the story of the evolution 
of Japan from an unknown impotent Asiatic state into one of the acknowledged 
powers of the world.” A short sketch of the history and polity of ancient 
Japan has been followed by a brief account of the restoration of the emperor 
in 1867, when the resignation of the last of the Shoguns, the real ruling body 
of Japan for over two centuries and a half, was received by the late emperor 
and the foundation of modern Japan was laid. According to the author the 
evolution of Japan has been accomplished through the aid and influence of the 
modern western nations rather than through the process of internal growth 
or initiative on the part of the Japanese statesmen. Social, political, and 
economic developments and foreign policies are historically treated in the 
remaining parts of the book. 


The Elementary Laws of Advertising and How to Use Them. By Henry S. 
BuntinG. Chicago: Novelty News Co., 1913. 18mo, pp. viii+ 
177. $2.00. 

This is one of the growing number of books on advertising being produced 
by business men, and in both method and content it is more scientific than most 
of those in the group. 

Mr. Bunting vitiates a good deal of the scientific value of the book by 
allowing himself to do some special pleading for his own kind of advertising. 
But he, nevertheless, suggests some fields for investigation and research which 
are worth looking into. 
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